SSS 


We SS 8 


1928 


MARCH, 
= The Wampum Mint 


- 
| Association | | 
| | 
hy 
| 
Y 
| dé 
| 
| 4 
| ae fia Ris 
| 


ori 


The machine which makes the amount line imprint 
[SUM OF QANO ELECTS. 
Regular Die 


which appears on more checks than any other machine 
imprint in use today. 


Every original recorded purchaser of the F&E Lightning 
Check Writer is protected against loss. 


Registered Number Die Individual Die 


WRITE FOR LITERATURE 


THE HEDMAN MANUFACTURING CO. 


1158 Center Street 
CHICAGO 


a 
F & E LIGHTNING CHECK WRITER 
j 
4 


We Can Have as Much Prosperity 
as We Plan For 


By T. N. CARVER 


Professor of Political Economy, Harvard University 


Is America Slipping Back? There Are a Number of Trends That 
Are Not Encouraging, Chief Among Which Is the Undermining 
of the American Standard by Immigrants from Non-Quota Coun- 
tries. Has Installment Buying Been Overdone in Recent Years? 


HE period from 1921 to 1927 in the 

United States will go down in his- 

tory either as the beginning of the 

greatest period of economic progress 
which the world has ever known, or as one 
of the greatest and most spectacular of all 
business booms. 

Much depends upon the issue. If it is 
really the beginning of a period of eco- 
nomic progress, it will be a popular vindi- 
cation of the theories of the classical econo- 
mists, and the people will be convinced that 
economic progress is not an accident nor the 
result of inscrutable combinations of cir- 
cumstances. They will know that it is the 
result of combinations of factors which can 
be understood and, to a certain extent, con- 
trolled. It will create a feeling of confi- 
dence and let loose the constructive powers 
of the human soul. Progress in other than 
economic lines will follow as a matter of 
course, and we shall have, on this continent, 
another of those outbursts of civilization 
which mark new epochs in human history. 
On the other hand, if it proves to be only 
a temporary business boom, if we slump 
back into the conditions of mass poverty, 
unemployment and misery, which character- 
ize the older nations, it will create a feel- 
ing of disappointment, hopelessness, and 
pessimism from which it will take genera- 
tions to recover. 


The Disrespect for Law 


T must be confessed that there are sev- 
eral things in the present situation which 
look discouraging and make one hesitate to 


6¢ t& can have as much 

prosperity as we 
have the good sense to blan 
for. Have we the good 
sense? That remains to be 
seen. Meanwhile we can 
say with confidence that if 
we have the good sense to 
bring the American conti- 
nent under the quota law 
for the restriction of immi- 
gration; to enforce prohibi- 
tion; to regulate the use of 
credit and the extension of 
credit buying and gradual- 
ly to draw the meshes of the 
law a little tighter around 
lawbreakers, big and little, 
our prosperity will continue 
inde finitely.” 


express too much confidence in the conti- 
nuity of our progress. First is the general 
disrespect for law. This is of little relative 
importance for two reasons. It indicates, 
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along with many regrettable things, a wholly 
commendable lack of reverence for mere 
tradition, custom, and convention. It indi- 
cates a freeing of the human spirit from the 
shackles of convention and respectability. 
It leaves the inventive faculties untram- 
melled. Eventually it will enable the rising 
generation to learn for themselves that cer- 
tain lines of conduct work better socially 
than others. We shall then have a rational 
morality which will be vastly superior to 
any conventional morality. But during this 
process of learning, many raw things will 
be said and done. Many a young smart 
aleck will ask: Why is murder, rape, drunk- 
enness or adultery to be condemned? Why 
not try companionate marriage, or why take 
the trouble to get married at all? Others 
will pride themselves on being willing to 
try anything once, not realizing that a 
monkey has the same willingness, and that 
intelligent men have learned that most 
things have already been tried a few mil- 
lion times, and that some things have proved 
to have survival value and others not. 
Another reason why crime is less serious 
perhaps than the figures would seem to indi- 
cate is that it is a reflection of general pros- 
perity rather than of poverty. In some 
countries men are driven into crime by sheer 
desperation. It is a last resort to avoid 
starvation. Here they are lured into it 
because the pickings are so good. There 
is so much money sloshing about that it is 
relatively easy, even for an amateur crimi- 
nal, to gather in a harvest. Besides, it 
offers a field for adventure, and therefore 
appeals to the adventuring spirit. Now the 
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adventuring spirit may, of course, be per- 
verted to bad ends, but when unperverted 
it is a characteristic of every great people. 


Credit Buying 


NOTHER disconcerting fact of the 
present is the extension of credit buy- 
ing. Credit buying is not in itself a bad 
thing. It all depends on how much it is 
overdone and the kinds of things which are 
bought on credit. Fifty volumes of statis- 
tical. evidence could not disprove one or two 
simple principles: If I buy too much this 
year on credit, I must, of necessity, either 
repudiate my debt or buy very little some 
other year. This makes my buying very 
uneven. This year, if I buy largely on 
credit, I shall buy much more than this 
year’s income will pay for. If everybody 
does the same, this will seem like a pros- 
perous year for business. Merchants will 
be emptying their shelves and orders will 
be going in thick and fast to the manufac- 
turers. Everybody will be employed and 
have money to spend. This gives him good 
credit, and if he uses it to the limit he will 
buy lavishly. 

But if this is overdone, some year must 
see a reaction. A part of that year’s in- 
come must be used to pay for what was 
bought this year. In other words, every- 
body will be buying less than what a year’s 
income would pay for, which means depres- 
sion, a shrinking of incomes and ai still 
greater shrinking of credit. 

Of course, if credit is not overextended, 
the same rate of purchasing may be kept up 
from year to year. Installment buying is 
only a superior form of credit buying. If 
one is going to buy on credit anyway, it is 
better to begin paying at once in small in- 
stallments than to wait until the whole debt 
is due and then try to pay it off in a lump. 
The only difficulty is that installment buy- 
ing is so superior to other forms of credit 
buying that it may lead to an overextension 
of credit buying. This, as shown above, 
inevitably leads to disaster. 

The real question, therefore, is: 
stallment buying been overdone in 
years 

On this point opinions differ. 
that it looks to me as though it had been; 
that, in order to keep up the rate of pur- 
chasing of the period of war inflation, the 
high-pressure salesmen had persuaded a 
great many people to buy more thai their 
current incomes would pay for, trusting to 
luck for the future. When customers find 
that it takes all their present incomes to 
pay for what they bought last year over 
and above what last year’s incomes would 
pay for, these same customers are not go- 
ing to be able to buy so much this year. 

Even if we have overextended credit buy- 
ing, and are therefore in for a setback, the 
results are but temporary. The general 
trend of progress may be upward even 
though there are temporary depressions in 
the curve. 


Has in- 


recent 


Immigration—the Chief 
Menace 


FAR more serious factor is the rising 
tide of immigration, especially from the 
non-quota countries. We are beginning to 
find out that we have not restricted immi- 


I confess 
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gration nearly so much as we thought we 
had. We have merely closed certain doors 
and partly closed others, leaving a number 
of others wide open. The number enter- 
ing through the closed and partly closed 
doors has decreased, but those entering 
through the wide open doors have markedly 
increased. This is a serious situation be- 
cause the results of heavy immigration are 
not temporary, as are those of the over- 
expansion of credit. 

There is considerable unemployment in 
the country, and yet tens of thousands of 
immigrant laborers are coming here to get 
jobs. They are presumably getting them, 
otherwise they would not continue to come. 
How are these immigrants getting jobs 
while so many of our own laborers remain 
unemployed? By accepting lower wages. or 
worse conditions than our own are willing 
to accept. This tends to increase unemploy- 
ment, to depress wages, and bring wide- 
spread poverty. This is our chief menace 
at the present time. 

The industries which expanded most since 
the World War are those which, directly 
or indirectly, supplied what the masses 
wanted and were, for the first time in his- 
tory, able to pay for. The great reservoirs 
of spending money were in the pockets of 
the prosperous millions, not in those of the 
few very rich. The most conspicuous for- 
tunes were made by catering to the millions 
in the matter of cheap luxuries, entertain- 
ments and amusements, not by catering to 
the more exclusive tastes of the very rich. 

Industry responded to this market and 
produced in vast quantities what the millions 
wanted. This became a good country for 
a workingman, he could get what he wanted. 
It became a poor country for the very rich, 
who developed expensive tastes. They could 
come more nearly getting what they wanted 
by going to some other country, where busi- 
ness and labor specialized more on supply- 
ing the rich than the poor with what each 
wanted. Some of our own rich and refined 
people formed the habit of saying that one 
must go to Europe if he would lead a really 
civilized life. Not many of our wage work- 
ers ever talked in that vein. 


If Immigration Continues 


i the tide of immigration should continue 
to 


rise, all this will be reversed. The 

masses will again be plunged into poverty, 
and a few will get rich, not by supplying 
the masses with the luxuries which they 
want to buy, but by taking advantage of 
their cheap labor and producing the neces- 
saries of life at a high profit. Under unre- 
stricted immigration it will be impossible 
to build an economic civilization in this coun- 
try appreciably better than that of the coun- 
tries from which immigrants come. 

Things tend to an equilibrium within any 
area which permits free movement of peo- 
ple from one place to another. No high 
standard of living can be safeguarded if 
people with a low standard are permitted 
to come in unlimited numbers. A low stand- 
ard will drive out a high standard as cer- 
tainly as sheep will drive cattle out of a 
given pasture if permitted to come in un- 
limited numbers. 

Another factor of 
the laxity 


with 
forced. Next to 


grave importance is 
which prohibition is en- 
the restriction of immi- 
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gration, prohibition was the most important 
of the new factors in our recent period of 
prosperity. In the early days, it was less 
badly enforced than it is now. That period 
of partial enforcement synchronized pretty 
well with our period of most active pros- 
perity. That may mean much or little ac- 
cording as one looks at it. It means much 
to me. 

Wien” we develop the rational morality 
suggested above, in place of the old conven- 
tional moralities, we shall all agree that, 
next to killing, stealing and lying, drunken- 
ness is the most destructive of all vices. In 
this interlocking civilization, when its interde- 
pendence of parts, dependability has become 
the greatest of all virtues and undepend- 
ability the worst of all vices. Next to kill- 
ing, stealing and lying, drunkenness is more 
destructive of dependability than any other 
vice. No country can hold first place in the 
march of progress which does not manage 
in some way to curb drunkenness. Other 
methods of curbing drunkenness may be 
temporarily more expedient but ultimately 
it must be treated as a vice, much worse 
even than adultery, and prohibited even 
more zealously than that other vice is now 
prohibited. 

While all these dangers are serious, and 
in combination may impair or even destroy 
our prosperity, they are all within our con- 
trol. If we permit them to turn the curve 
of progress downward, it will be our own 
fault. There is no mystery or ‘magic about 
progress. We can have as much as we 
have the good sense to plan for. Have we 
the good sense? That remains to be seen. 
Meanwhile, we can say with confidence that 
if we have the good sense to bring the 
American continent under the quota law for 
the restriction of immigration; to enforce 
prohibition, to regulate the use of credit 
and the extension of credit buying, and 
gradually to draw the meshes of the law a 
little tighter around law breakers, big and 
little, our prosperity will continue in- 
definitely. 


Foreign Exchanges Dull 


HE foreign exchanges were compara- 

tively dull during the past month, due, 
according to the Commerce Monthly of the 
National Bank of Commerce in New York, 
to the upward movement of money rates at 
New York. 

Sterling declined to $4.86 15-16 when the 
New York reserve bank rate was advanced 
early in February. It later recovered, clos- 
ing at $4.87 15-32, compared with $4.87 27-37 
a month previously. 

Continental exchanges generally moved in 
the same direction. Guilders continued a 
downward trend, closing at 40.25 against 
40.34 1-4 on Jan. 14. Spanish pesetas also 
continued to decline from the high level 
reached at the beginning of the year. Ger- 
man marks and Italian lire, however, both 
moved up during the period and closed at 
levels above those of a month ago. 

In the South American group, the ex- 
changes were steady. Japanese yen fluctu- 
ated without definite trend. Indian rupees 
continued the decline which has been under 
way since the end of last year. 


Misdirected Economy Often 


Detrimental 


By W. R. MOREHOUSE 


Vice-President, Security Trust & Savings Bank, Los Angeles 


Rubber-Band Economy Has Been Over-Played. Scatter Supplies 


and Learn the Cost of Recovering Them. Encourage the Staff 
to Look for the Big Leaks. Avoid Reforms That Will React Un- 


favorably on the Customers, the Principal Source of Profit. 


EW years ago a large bank went 
on a rampage in the interest of 
economy. Who was responsible for 
the blunder has always remained 

more or less of a mystery. 

What it actually accomplished was to 
create a lot of uncertainty and uneasiness 
among the bank’s staff, and a lot of com- 
plaints from the bank’s customers over poor 
service. Unquestionably, every dollar saved 
by that drive, cost the bank hundreds of 
dollars in broken morale and in disorganiza- 
tion of what was previously efficient service. 
This bank started out to cut down expenses. 
What it did was to cut down its business. 

Naturally, with the margin of profit be- 
tween earnings and expenses being gradual- 
ly narrowed, every bank is compelled to 
practice economy. How to proceed in each 
case calls for careful study. It is advisable 
to proceed slowly, and only after weighing 
each move most carefully. If over-played 
or misapplied, it is destructive. 


Rubber Band Economy 


UBBER-BAND economy” has been 
over-played in the past. Although 
unimportant, yet it is amazing how many 
banks permit high-salaried employees to de- 
vote time to the recovery of rubber bands 
or paper clips that have fallen to the floor. 
“Rubber-band economy” in a bank re- 
minds me of an early experience of mine. 
When a boy I worked in a general mer- 
chandise store. The proprietor was so 
thrifty that he started me off on my mer- 
cantile career by having me tie together 
short pieces of cotton twine that came to 
the store on packages from wholesalers and 
ultimately wind the string into a ball. I 
could probably pick up enough short pieces 
of twine at odd times during a month to 
make a small ball when knotted together. 
A ball of knots represented my first accom- 
plishment in thrift. This twine was then 
used in tying up merchandise, a task that 
was made difficult because of the knots and 
the different sizes of twine used. Thus, in 
using this twine, the store’s salesmen were 
often delayed, and whenever one of my knots 
failed to hold, they were provoked. A\l- 
though in those days wages were not nearly 
as high as now, it was also true that one 
could buy a larger ball of twine for five 
cents than one can buy now for ten cents. 
Imagine my chagrin when I learned that a 
ball of new twine larger than the balls I 


When is it 
Economy? 


banks, as elsewhere, 

many things may be 
done in the name of 
economy, and in banks as 
elsewhere practices inili- 
ated in the name of econo- 
my may turn out, upon 
analysis, to be wastes. 

“Rubber band economy,” 
according to complications 
in simple arithmetic which 
W. R. Morehouse presents 
in the accompanying article 
may be the turning of small 
losses into larger losses. 
Suggestions to aid banks to 
practice economy of a bet- 
ter grade. 


1% 
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had made cost the store less than three cents. 
There I had been going around that store 
day after day picking up the bits of twine 
and tying them into a ball as I found time 
to do so. Apparently it never occurred to 
my employer that he had a clerk to whom 
he paid $7.25 a week, devoting some of his 
time to a recovery of twine having a value 
of less than three cents, and taking him 
nearly thirty days at odd times to accumu- 
late one knotty and almost unusable ball. 


Wages Are Too High 


RESENT wages are too high to have 

employees keyed up to pick up pins, rub- 
ber bands and clips that have fallen to the 
floor. In large quantities a bank can buy 
the popular small size bands for seventy 
cents a pound. In small quantities the cost 
is more. If you want to know if it pays 
to pick up these little bands, take a pound 
package, which contains 3440 bands, delib- 
erately scatter them about your bank and 
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then ask the lowest salaried clerk to pick 
them up, and let him do nothing else, in 
order that he pick them up in record-break- 
ing time. If you will charge his wages for 
the time consumed against the cost of the 
bands, you will find that this particular 
pound of bands cost you ten times more than 
any other pound of rubber bands ever cost 
you in cash. 

Try the same thing on paper clips, which 
cost in large quantities thirty cents a thou- 
sand. Scatter 100 about the bank and then 
have some $50 a month clerk pick them up, 
charging the time consumed against the cost, 
which is three cents a hundred, and this 
particular box will cost in time as much 
as it will cost to buy 1000 of the same kind 
of clips from the nearest stationery store. 

Take a pound of pins, costing in large 
quantities fifty-nine cents a pound, and 
scatter them about your desk and ask some 
clerk to whom you pay sixty cents an hour 
to pick them up. He will have to pick up 
200 pins every minute to make his wages, 
a humanly impossible thing to do. 

Do not misunderstand me. I am not -advo- 
cating extravagant habits within a bank, but 
a new economy—the economy of conserv- 
ing that which costs the most and paying 
less attention to the trifling things. I am not 
advocating that employees become careless 
in the use of these things, but that they 
use them with care, not using their valu- 
able time, however, in retrieving these small 
items when there are other ways of prac- 
ticing economy on a bigger scale. 


An Example of Real 
Economy 


F banks will lay less stress on “rubber- 

band economy” and more stress on em- 
ployees using their brains to devise improved 
methods of operating our banks, and in bet- 
ter methods of serving the bank’s custom- 
ers, much can be accomplished in the direc- 
tion of real economy. Let employees know 
that what is expected of them is sugges- 
tions for simplifying and short-cutting all 
more or less complicated systems of han- 
dling transactions, and in eliminating all 
duplications of work. I have known of a 
case where a single suggestion made by 
an employee for the improvement of a bank’s 
system of handling collections saved a bank 
annually more than it paid yearly for its 
pins, clips, rubber bands and lead pencils 
combined. That was real economy. 


Viale 
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Obviously, the major part of a bank’s 
income represents profits made on the bank- 
ing business of its customers. Therefore, 
any attempt to enforce greater economy 
within a bank should be made only after 
the fullest consideration has been given to 
the reaction such a rule will have on the 
customers. 

Too often this all-important consideration 
is completely overlooked. The temporary 
savings of a few cents on small items or 
a few dollars in salaries is often over- 
shadowed by the adverse effect the savings 
has on the bank’s customers, who are the 
principal source of a bank’s income. 

If, therefore, a bank, in economizing, 
strikes at the source of its income, its econ- 
omy is false, for it actually loses instead 
of gains. If the facts were known, it is not 
unreasonable to assume that there are banks 
that actually sustain serious losses of in- 
come by hit-and-miss efforts at retrench- 
ment. 

The day has passed when a bank may 
materially reduce its service in variety and 
quality, regardless of whether or not its 
patrons like it. There are far too many 
banks rendering efficient service for any one 
bank to impair the efficiency of its service 
and at the same time hold its patronage. 
Once an institution has gained a reputation 
for good service, and its patrons have been 
educated to expect nothing less, it does not 
take them more than two trips to the bank 
to detect a breaking down of the former 
high standard. In the last ten years banks 
by the thousands have emphasized and over- 
played the quality of their service until the 
general public looks for it, and, looking for 
it, they are content with nothing less. 

Today, as never before, the bank depositor 
is inclined to draw comparisons between the 
service offered by various banks. He does 
not hesitate to tell his neighbors the name 
of his bank, and to discuss with them the 
kind of treatment he is receiving. 


It Won’t Be Long 


ERMIT the efficiency of your service to 

drop 10 per cent through ill-advised 
economy and it won’t be long before the 
community will notice that your service is 
slipping. 

Take customers who in the past have re- 
ceived prompt attention, and make it neces- 
sary for them to fall in a slow moving line 
at a teller’s window, and they immediately 
begin to chafe under the delay. 

Introducing economy reforms is a great 
deal like pruning an orchard. Future results 
are going to depend on what is cut out and 
what is left. 

The world’s champion sprinter has a much 
harder job cut out for him in retaining his 
championship against competition than he 
ever had in winning his laurels. So it is in 
the banking business. Once a bank has built 
up a reputation for good service, its big job 
is to live up to that reputation. 

“For what shall it profit a man if he 
shall gain the whole world and lose his 
soul?” might apply in the matter of bank 
economy. What profiteth a bank though it 
economize and lose its customers? 

As every banker knows, he has some 
business which is unprofitable, but which 
he is tolerating day after day. Figuratively 
speaking, he has the bear by the tail and 
is afraid to let go. 


One of the principal reasons why banks 
do not make better profits is because they 
have too much unprofitable business. This 
unprofitable business is constantly sapping 
the profits made on the profitable business. 
Like mistletoe that lives off the tree, so this 
unprofitable business is constantly consuming 
the bank’s profits. 

A much better plan for a bank to adopt 
than a policy of picayune economy would be 
for it to analyze its business, and in every 
case where business is being carried at a 
loss, either make that business profitable to 
the bank or eliminate it. 


Constantly Creeping In 


NPROFITABLE accounts 

stantly creeping in. A good percent- 
age of new accounts which are opened with 
good balances soon decrease to the point 
where they are no longer profitable to the 
bank. Unless these accounts are reviewed, 
at least semi-annually, they will continue to 
steal a free ride. Where a once profitable 
account remains in the unprofitable column 
for six months or more, the time for action 
on the bank’s part has come. 

Many of the apparently profitable large 
accounts are being carried at a loss to the 
bank, and even greater proportionately than 
many of the despised small accounts. Try 
this. Take the bookkeeper or the teller 
who has been instructed to retrieve “rub- 
ber bands,” and put him to work during 
his spare moments in analyzing some of the 
bank’s big balance accounts, and he will soon 
be in a position to point out how the bank 
may practice real economy in a big way. 

I know of a case where a certain pay- 
roll account with a big balance was for 
years regarded as a desirable account, but 
when finally it was analyzed from a profit 
or loss standpoint, it showed an annual loss 
to the bank of $1,920. The bank had been 
carrying this account for more than three 
years, and its total loss was over $6,000. 
All the while this same bank had never 
failed to emphasize the importance of econ- 
omy in small things. The facts are, it was 
losing enough money on the one account to 
supply every one of the twenty-one banks 
in that city free with all the rubber bands, 
clips and pins they could use. 

To the banker who wants to economize 
in the fullest sense of that term, I suggest 
that he tackle the “big game,” and that he 
take up the small items of expense only 
when he has economized on the big items. 


Cut Out the Dead Wood 


IRST, cut out all of the “dead wood” 

in the way of unprofitable business, and 
only as a last resort disrupt the morale of 
the bank’s staff or the service rendered to 
the bank’s customers. If its standard of 
service is lowered first, naturally it strikes 
a blow at the profitable business as well as 
the unprofitable. Such a move is ill-advised. 
But if, while maintaining a high standard 
of service, it makes its unprofitable business 
profitable, or eliminates it, it practices real 
economy without disturbing the tranquillity 
of its desirable business. 

A good way to practice economy without 
disrupting the bank’s personnel or its cus- 
tomers would be to inaugurate a campaign 
for additional business, and in this way in- 
crease the bank’s income. 


are con- 


Take the departments within the bank 
that are being maintained at a loss. The 
safe deposit department, for example, if it 
is not self-supporting. A safe deposit de- 
partment with 5000 boxes on hand, and only 
2000 rented, is not producing as much reve- 
nue as its capacity would permit. In a 
majority of such cases another 1000 renters 
could be handled efficiently without increas- 
ing expenses. The best way to practice 
economy in this department would be to put 
on a campaign and rent more boxes. Cer- 
tainly this would be better than to reduce 
the service, permit present renters to close 
out their boxes, and make no particular 
effort to get new customers. 

On the other hand, if a bank has a de- 
partment that is being operated at a loss, 
and every reasonable effort has been made 
to make it pay a profit without success, the 
best course to pursue would be to reduce 
the loss to the minimum by the strictest 
rules of economy. 

A survey would probably show that at 
least nine-tenths of the banks could effi- 
ciently handle more business with but little 
additional expense. As has long been the 
custom, banks prepare for the future when 
their business will be larger, and because of 
this preparation they are prepared for addi- 
tional business. Why wait for the distant 
future? As a means of greater economy, 
take on more business immediately, and in 
this way increase the bank’s income. 

To bankers who are facing the necessity 
of greater economy, let me suggest that you 
proceed cautiously and only after giving full 
consideration to every change. Take it 
coolly. Do not get panicky because the 
margin of profit this past year was not so 
great as your peak year. Avoid spasmodic 
drives in the interest of economy. There 
is always the danger of a kick-back. Be- 
sides, they are never lasting. They are 
“on again, gone again.” 

Employees in a bank grow careless in the 
practice of economy because the subject is 
brought to their attention at irregular in- 
tervals and then in the form of drives, which, 
owing to their severity, upset the working 
organization and the efficiency of service to 
customers. 

If a bank is to practice real economy, 
it must apply the principles of economy in 
moderation, in the right direction, and as a 
regular diet day after day. 


Railroads and Buses 


Fifty-two railroads in the United States 
are now operating a total of 800 motor 
buses in territories where the volume of 
traffic did not seem heavy enough to justify 
the construction of new lines or the contin- 
ued operation of old ones, according to the 
Index, the monthly publication of the New 


York Trust Company. These same roads 
also are operating more than 3300 motor 
trucks. This service, while particularly 
common in New England and the West, is 
now found in almost every section of the 
country. The National Automobile Cham- 
ber of Commerce estimates that there are 
80,000 common carrier buses covering routes 
of more than 270,000 miles and 420,000 
motor truck fleets of all kinds. 
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Invalidity of Voting Trusts of 
New York Bank Stock 


By THOMAS B. PATON 


General Counsel, American Bankers Association 


Public Welfare Requires That Stockholders in Banks Shall Vote 
Their Own Shares of Stock in Person or by Proxy. Effect of the 
Recent Decision by Court of Appeals of New York in the Bank 


of America Case. 


HE New York Court of Appeals, 

on Feb. 14, handed down a decision 

which establishes that under the 

present statutory law of New York, 
ie., Section 50 of the Stock Corporation 
Law as amended in 1925, voting trusts of 
stock in New York banks are invalid. The 
decision was rendered on the application of 
Edward B. Morse, in respect to the election 
of directors of the Bank of America and 
reversed orders of the Special Term and of 
the Appellate Division which upheld the 
validity of a ten-year voting trust created 
by stockholders of the Bank of America. 
Previously in the case of Tompers v. Bank 
of America (214 N. Y. Supp. 643), the 
New York Supreme Court at Special Term, 
on March 9, 1926, held invalid the same 
voting trust agreement; but on July 6, 1926 
(217 N. Y. Supp. 67), this decision was re- 
versed by the Appellate Division and the 
validity of the voting trust upheld. The 
Tompers case was not taken to the New 
York Court of Appeals but was followed 
by the Morse case in which the lower courts 
upheld, but the New York Court of Ap- 
peals denies, the validity of the Bank of 
America Voting Trust. 

Under this decision of the highest court 
in New York, not only is the particular 
voting trust agreement involved in the Bank 
of America case invalid, but the court holds 
that the Legislature by the amendment to 
Section 50 of the Stock Corporation Law 
enacted in 1925, has declared: 

“That the public welfare requires that stock- 
holders in banks shall vote their own shares of 
stock in person or by proxy, and shall no longer 
separate the voting power from the beneficial own- 
ership of ‘their shares. New York says in  sub- 
stance what some other states have held generally 
in the absence of statutory regulations; 1.¢., that 
a sound public policy requires that the power to 
vote shares in a banking corporation shall be in- 
separable from the real ownership of each share 
and can be delegated only by proxy with power of 
revocation. The legislature has decreed that it is 
to the public advantage to withhold from the stock- 
holders of a banking corporation the privilege of 
membership in voting trusts. The purpose of the 
legislature to correct an evil, real or imagined, is 
clearly revealed by the recommendation of the 
Superintendent of Banks to the Legislature. 
Whether voting trust agreements as applied to banks 
are a great evil as tending to entrench existing 
officers and their policies beyond the control of the 
stockholders, or a great benefit as tending to stabil- 
ize sound administration is not for us to say. It 


1s enough that they have an evil aspect to the legis- 
lative eye.” 


Voting Trusts Generally 


OSTPONING for a moment a sum- 
marization of the particular propositions 
decided by the New York Court of Appeals 


in the Bank of America ous may be 
stated generally that the validity or invalidity 
of the device of voting trusts as a method of 
control of corporations, is a subject upon 
which there has been a considerable di- 
vergence of judicial view, where there has 
been no statutory regulation on the subject. 
Some courts have held voting trust agree- 
ments against public policy and void on the 
ground that the voting power is inherently 
attached to and inseparable from the real 
ownership of the stock and can only be 
delegated by proxy with power of revoca- 
tion; other courts hold that “their validity 
depends upon the purposes for which they 
are created, the powers conferred, and the 
propriety of the objects in view.” The 
limits of this article will not permit of 
more than a reference to sources where 
more complete information upon the subject 
can be foun The common law validity 
of Voting Trusts for proper purposes, is 
upheld in an article by Professor I. Maurice 
Wormser of the New York Bar, in 18 Co. 
lumbia Law Review, on page 123, and an 
antagonistic viewpoint is taken by Mr. 
Marion Smith of the Georgia Bar in 22 
Columbia Law Review, page 627. In a 
treatise upon “Voting Trusts,” published by 
the MacMillan Company, New York, in 
1916, written by Harry A. Cushing of the 
New York Bar, the significance of voting 
trusts is discussed at length and many in- 
stances given where the validity of such 
trusts has been upheld as a device or method 
of temporary control in connection with the 
re-organization and rehabilitation of rail- 
road and other industrial properties to save 
them from receivership. 


The New York Statute 


Tr. New York, the subject was first regu- 
lated by statute enacted in 1901 and taken 
out of the jurisdiction of the common law. 
The New York Statute, Section 50 of the 
Stock Corporation Law, prior to its amend- 
ment in 1925, provided: 


“Voting trust agreements. A stockholder, by 
agreement in writing, may transfer his stock to a 
voting trustee or trustees for the purpose of con- 
ferring the right to vote thereon for a period not 
exceeding ten years upon the terms and conditions 
therein stated. Every other stockholder may trans- 
fer his stock to the same trustee or trustees and 
thereupon shall be a party to such agreement. The 
certificates of stock so transferred shall be sur- 
rendered and canceled and new certificates therefor 
issued to such trustee or trustees in which it shall 
appear that they are issued pursuant to such agree- 
ment, and in the entry of such ownership in the 
proper books of such corporation that fact shall also 
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be noted, and thereupon such trustee or trustees 
may vote upon the stock so transferred during the 
term of such agreement. A duplicate of every such 
agreement shall be filed in the office of the cor- 
poration and at all times during business hours be 
open to inspection by any stockholder or his at- 
torney.” 


Concerning this statutory regulation, the 
New York Court of Appeals in the Morse 
case involving the voting trust of the Bank 
of America says: 


“In New York voting trusts do not stand or fall 
on common law theories of public policy. They are 
recognized and regulated by statute. Whether they 
would be valid at common law in the absence of a 
statute defining and regulating them is immaterial. 
Public policy in regard thereto is defined by the 
legislature. Between the conflicting rules of the 
common law, a choice has been made. A New York 
voting trust rests for its validity on the statutes. 
No voting trust not within its terms is legal, and 
any such trust, so long as its purpose is legitimate, 
coming within its terms, is legal. The test of 
validity is the rule of the statute. When the field 
was entered by the legislature it was fully occu- 
pied and no place was left for other voting trusts.” 


Initial Validity of Bank of 
America Voting Trust 


voting trust agreement involved in 
the litigation now settled by the New 
York Court of Appeals was entered into 
Dec. 31, 1924. This, it will be noted, was 
prior to the amendment of the law which 
excluded voting trusts of bank stocks from 
the statute which permitted such agreements. 
It provided for the deposit by stockholders 
of the Bank of America of their stock with 
trustees for a period of ten years, unless 
terminated at the election of the trustees, 
and for the issuance of trust certificates. 
Legal title to all deposited shares was vested 
in the trustees who were given power to 
vote the deposited stock for all purposes 
whatsoever. The agreement, as described by 
Martin J., in the Tompers case (217 N. Y. 
Supp. referred to above), “was made for 
the purpose of protecting the Bank of 
America against certain interests, asserted 
to be responsible for these actions (to en- 
join the trustees from voting), the repre- 
sentatives of which had figured in buying 
up control of and absorbing a great many 
banks. When it became known that they 
were accumulating the stock of the Bank of 
America, its business, and especially that 
of its trust department, became greatly 
affected. In this situation, actuated by a 
spirit of loyalty to the bank and its tradi- 
tions and desiring to maintain its sound and 
conservative policies, a large number of 
stockholders entered into a ten-year voting 
trust agreement.” 
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According to the final decision of. the 
Court of Appeals, this agreement was valid 
when entered into. On this point, referring 
to Section 50, before its amendment in 1925, 
the Court of Appeals says: 


“We are unable to apply any rule of statutory 
construction which would exclude banking corpora- 
tions from the operation of the section. Banking 
Law, Section 120, provides: ‘The rights, powers 
and duties of stockholders of banks shall be as pre- 
scribed in the general corporation law and the stock 
corporation law.’ One of the rights and powers of 
a stockholder in a bank was the right and power 
to transfer his stock to a voting trustee or trustees 
for the purpose of conveying the right to vote 
thereon for a period of not exceeding ten years. 
One of the rights and powers of every other stock- 
holder was the right and power to become a party 
to any such agreement. . 

“Voting trusts are therefore legal in New York 
only when organized and existing under the statute 
for proper ends. Whatever the rule of the common 
law may have been, when the legislature, the source 
of corporate power and authority, acts, voting trusts 
become legal when organized in conformity with 
the statute and not otherwise. No stock corpora- 
tions were excepted prior to the amendment of 
1925. Public policy, although an aid to the inter- 
pretation of ambiguous statutes, is powerless to 
create an exception when the language is plain and 
all-comprehensive. However cogent the reasons may 
have been for not applying the voting trust statute 
to banks by reason of their peculiar relations with 
the public, it is enough to say that the legislature 
did not recognize such reasons as controlling. The 
trust agreement herein considered was, therefore, 
valid at the time it was entered into, viz.: Dec. 
31, 1924.” 


1925 Amendment Invalidated 
Previous Agreement 


BU by the law passed in 1925, the Legis- 
lature amended Section 50 by adding a 
provision that it should not apply to a bank- 
ing corporation, and the decision of the 
Court of Appeals is to the effect that not 
only all voting trusts agreements of stock of 
New York banks made after the enactment 
of that amendment was invalid, as hereto- 
fore shown, but also that the effect of the 
amendment was to invalidate in its entirety 
the existing voting trust agreement by stock- 
holders of the Bank of America and that no 
constitutional rights of such stockholders 
were thereby invaded. . The reasoning which 
leads to this conclusion is as follows (we 
quote the language of the court) :> 

“On March 12, 1925, a new public policy was 
declared by the legislature. The words, ‘This sec- 
tion shall not apply to a banking corporation,’ were 


added to Section 50. (Ch. 120 L. 1925.) The only 
question here presented is as to the effect of this 


amendment as to existing valid voting trust agree-. 


ments made by the stockholders of banking cor- 
porations. 

“The amendatory statute is not a mere repealing 
statute. It creates a specific exception _to the ex- 
isting law. Section 93 of the General Construction 
Law provides: 

“ ‘Section 93. Effect of Repealing Statute 
Upon Existing Rights. The repeal of a statute 
or part thereof shall not affect or impair any 
act done, offense committed or right accruing, 
accrued or acquired, or liability, penalty, for- 
feiture or punishment incurred prior to the 
time such repeal takes effect, but the same may 
be enjoyed, asserted, enforced, prosecuted or 
inflicted, as fully and to the same extent as if 
such repeal had not been effected.’ 


“The general object and the context of the lan- 
guage used indicate that the new law operates di- 
rectly on existing rights by affirmative action, as 
well as repeal. Section 110 of the General Con- 
struction Law provides: 

“ ‘Section 110. Application of Chapter. This 
chapter is applicable to every statute unless. its 
general object, or the context of the language 
construed, or other provisions of law indicate 
that a different meaning or application was in- 
tended from that required to be given by this 
chapter.’ 

“Tt follows that no existing rights of stockholders 
or voting trustees are saved by force of the provi- 
sions of Section 93 of the General Construction 
Law, relative to the effect of a repealing statute 
upon rights accrued prior to the repeal .f a statute. 
Without the application of Section 50 of the Stock 
‘Corporation Law to banking corporations, the vot- 
ing rights and powers of stockholders are defined 
by the General Corporation Law and the Stock 
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Corporation Law. The statutes relative to the 
question must therefore be considered. 

“A corporation organized under the Banking Law 

may not issue non-voting shares of stock. (Stock 
Corporation Law, Section 11.) 
_ “Unless otherwise provided in the certificate of 
incorporation or other certificate filed pursuant to 
law, every stockholder of record of a stock cor- 
poration shall be entitled at every. meeting of the 
corporation to one vote for every share of stock 
standing in his name-on the books of the corpora- 
tion.” (Gen. Corp. Law, Section 23; Stock Cor- 
oration Law, Section 47.) Stockholders may vote 
yy proxy, but every proxy of a stock corpora- 
tion is revocable at the pleasure of the person ex- 
ecuting it, and no officer, clerk, teller or book- 
keeper of a corporation formed under or subject to 
the banking law shall act as proxy for any stock- 
holder at any meeting of the corporation. (Gen. 
Corp. Law, Section 26.) 

“The stockholders of every bank shall hold an 
annual meeting for the election of directors on the 
second Tuesday in January or within ten days 
thereafter.” (Banking Law, Section 22.) 

“When the voting trust privilege is withdrawn 
from the stockholders of a banking corporation, it 
becomes the duty of the stockholders to hold an an- 
nual meeting at which they alone are empowered to 
vote, in person and by proxy, for the election of 
directors. After March 12, 1925, the application of 
Section 50 in its original form ceased. No stock- 
holder could lawfully transfer his stock to a voting 
trustee or trustees for the purpose of conferring 
the right to vote thereon even though the voting 
trustees were already acting as such for any other 
stockholder or stockholders of the bank. He could 
not so transfer his stock for the reason that no 
legislative authority existed for such transfer. The 
right and power so to transfer his stock rested in 
the provisions of Section 50, and when the section 
ceased to be applicable that right and power became 
non-existent. No legislative purpose to preserve 
existing trust agreements in their entirety is evi- 
denced by the language of the statute. It took them 
as it found them. If it left them intact as they 
were, it went no further. After March 12, 1925, 
no statute permitted a stockholder to transfer his 
shares to a voting trust. The right of stockholders 
to transfer their shares to the voting trustees was 
an ‘inchoate personal privilege to which in a legal 
sense one has no indefeasible vested claim.’ (Mat- 
ter of Wentworth, 230 N. Y. 176, 187.) 

“The effect of the amendment on the right of 
the trustees to vote on the stock which had been 
transferred to them when the amendment took 
effect must next be considered. One of the ele- 
ments of a legal voting trust agreement is the 
privilege of any stockholder to become a party to 
such agreement. The reason is obvious. Such agree- 
ments would be contrary to a sound public policy 
if their purpose or result was to array voting trust 
stockholders against non-voting trust stockholders, 
so that the latter are not privileged to join forces 
with the former if they choose to do so. At least, 
the legislature has provided that it is essential to 
the validity of a voting trust agreement that any 
stockholder may become a party thereto and has 
thus declared the public policy which would uphold 
voting trusts otherwise unauthorized. 

“We may, for the moment, construe the statute 
as prospective only in effect and operation. What 
is the result A principal purpose of such agree- 
ment is to obtain the control of the bank by the 
deposit thereunder of at least a majority of the 
stock of the bank, but this purpose had not yet 
been accomplished. When this purpose is thwarted; 
when a _ stockholder is prohibited from becoming 
a party to the agreement, the voting trust agree- 
ment has failed in one of its essential purposes. 
It is no longer an instrument of inchoate complete 
control. When the right of stockholders outside 
the charmed circle to avail themselves of its priv- 
ileges ceases, its character is changed. It becomes 
an instrument to unite those who had availed them- 
selves of its privileges and exclude all others in- 
stead of an instrument aiming at ultimate control 
of a majority of the stock. To uphold such a trust 
as to the stock transferred to it prior to the amend- 
ment would be to legalize in part existing voting 
trusts which would otherwise be illegal under the 
old statute and to prohibit all others. Whatever 
the legislative purpose may have been, it cannot 
have contemplated such an incongruous result. Its 
purpose is to be found in its language rather than 
in the ideas expressed in debate by the introducer 
of the bill. (Woollcott v. Shubert, 217 N. Y. 212, 
221, 222.) Essentially, the operation of the amend- 
ment becomes retrospective. The voting trust agree- 
ment must exist in its entirety or it ceases to be 
valid. It cannot exist in its entirety. It is there- 
fore invalid in its entirety.” 


The court further says: 


“Constitutional questions seem simple. The sep- 
aration of the voting power from the beneficial own- 
ership of stock of banking corporations is matter 
for regulation by the police power of the state. 
Banking is a business affected with a public in- 
terest. (Noble State Bank v. Haskell, 219 U. S. 
104.) Its nature makes it peculiarly an object of 
legislative solicitude in order that depositors and 
stockholders may be protected and proper manage- 
ment by those responsible therefor secured accord- 
ing to legislative theories of public welfare. The 
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voting trust exists by virtue of statute and is syb. 
ject to legislative approval for its continued ex. 
istence.” Then, after stating that it was the pur. 
pose of the legislature, by the amendment of 1925 
to correct the evil, real or imagined, by prohibit: 
ing voting trusts of bank stock, the court con- 
tinues: “Regulatory laws, reasonable in character 
designed to accomplish a legitimate public purpose, 
and enacted to promote the public welfare apply 
even to private contract rights when the public 
policy is appropriately declared and defined and the 
two conflict. (Peo. ex rel. Durham Re. Cor, y, 
LaFetra, 230 N. Y. 429, 448). Moreover, as the 
amendment merely regulates the manner in which 
the stock of a banking corporation shall be voted, 
and does not affect the property of the corporation 
or its objects, it comes within the reserved power 
to amend corporate charters so as to regulate 
methods of administration and details of procedure 
in the interests of the public and of all concerned. 
(Lord v. Equitable Life Ass. Soc., 194 N. Y. 212.) 
Nor can it be said that the trustees have acquired 
any property interest under the voting trust agree. 
ment of which they are deprived by the statute. 
The trustees exercise certain voting powers, not for 
their own benefit but for the benefit of the stock- 
holders and the corporation. They have no bene- 
ficial interest in the stock, and thus their right or 
interest lacks those elements of ownership which 
are so associated in our minds with the idea of 
property as to be beyond legislative power or con- 
v. Union Trust Co., 181 N. Y. 
39, 44. 

“Whatever line of attack on legislative power is 
taken, the assault is turned back by numerous de- 
cisions on the subject.” 


Effect of Decision 


T therefore appears, as a result of this 

decision, that by virtue of the amendment 
of Section 50 of the Stock Corporation Law 
in 1925, voting trust agreements of bank 
stock thereafter entered into are prohibited 
and invalid and that the invalidity equally 
attaches to a voting trust agreement, such 
as in the Bank of America case, which was 
valid when entered into but after the amend- 
ment could not be carried out in its en- 
tirety. The decision, it will be seen, is based 
entirely upon the provisions of the New 
York statute which control the subject of 
voting trusts and remove it from the gov- 
erning rules of the common law. If voting 
trusts of stock of New York State banks 
are to be regarded as of a beneficial nature 
and not pernicious, it will require an amend- 
ment of the statutory law to re-establish 
their validity. Prior to 1925, such voting 
trusts in New York were valid by positive 
legislative enactment. Then, overnight so 
to speak, the legislature changed its policy 
with regard to voting trusts of bank stocks 
only; as to stocks of other corporations, 
voting trusts remained and _ still remain 
valid when entered into in accordance with 
the provisions of Section 50 of the Stock 
Corporation Law. 


Validity of National Bank 
Stock Voting Trusts 


AN interesting question arises, is the New 
York legislation applicable to or con- 
trolling upon the validity of voting trusts 
of the stock of national banks in the State 
of New York? The only specific decision 
involving validity of a voting trust of stock 
of a national bank is one rendered by the 
Supreme Court of North Carolina in the 
case of Bridgers v. First National Bank of 
Tarboro (67 S. E. 770; referred to in opin- 
ions in Paton’s Digest, vol. 1, 904, 905, vol. 
2, 905a), in which such a voting trust was 
held invalid under the common law; but in 
that case the particular agreement before 
the court had certain features of invalidity 
which deprive the decision of the character 
of a controlling authority. An interesting 
article on the validity of voting trusts of 
(Continued on page 742) 
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Profits in the Silk Industry = : 


By D. RICHARD YOUNG 


Aggregate Earnings of Eleven Leading Concerns Show an In- 
crease of 21 Per Cent Over the Previous Year. Manufacturing 
Part of the Industry Highly Concentrated, with Pennsylvania 
Coal Mines an Influential Factor Because Help Is Available. 


HE textile industries, which have 
not yet been taken up in this series 
of articles on Profits in Industry, 
represent a large and complicated 

part of our industrial system. Although 

somewhat difficult to classify, the general 

group, comprising tex- 

tiles and textile prod- 

ucts, may be divided 

into four major 

branches, which are 

quite distinct, as fol- 

lows: 

Silk manufacturing, 
while handicapped last 
year by a decline of 
around $1 per pound 
for raw silk, is pub- 
lishing some very fine 
earnings reports and 
represents the really 
popular textile. 

Cotton manufactur- 
ing, an enormous in- 
dustry, enjoyed a 
marked recovery in 
1927 due to the large 
cotton crop at low 
prices in 1926, but the 
New England division 
is still depressed. 

Wool manufactur- 
ing, although old-es- 
tablished, is also 
struggling along bur- 
dened by excess ca- 
pacity and somewhat 
out-of-date methods, 
combined with de- 
creased demand and 
foreign competition. 

Clothing manufacturing shows less uni- 
formity than the raw material lines. Profits 
move up and down, not as an industry but 
as some individual companies have good 
years at the expense of others. Miscellane- 
ous textile products may be included, such 
as haberdashery, carpets, upholstery, etc. 


Silk Edrnings Increased 21 
Per Cent Last Year 


OLLOWING is a tabulation of earnings 

for the last two years of the leading 
manufacturers of broad _ silks, ribbons, 
hosiery and other knitted wear, thread and 
rayon which publish reports to stockholders 
and in the press. Comparable statements 
are available for eleven concerns, which had 
aggregate earnings of $10.568,000 in 1927 
compared with $8,728,000 in 1926, a gain of 
21.1 per cent. 


Figures represent net profits available for 
dividends or to carry to surplus, i.e., after 
all expenses, depreciation, interest charges 
and provision for taxes have been deducted. 
Fiscal years end Dec. 31 unless otherwise 
indicated. 


A Silk Loom 


Silk Manufacturers 


Net Profits—000’s Omitted 
1926 1927 
American Rayon Products Corp... D-837 
Belamose Corp 
Belding-Heminway Co 
Celanese Corp 
Century Ribbon Mills 
General Silk Corp. 2 
Gotham Silk Hosiery Co., Inc 
Julius Kayser & Co. 1 
H. R. Mallinson & Co., Inc 
McCallum Hosiery Co 
Phoenix Hosiery Co A 
Real Silk Hosiery Mills, Inc. 2.. 540 
Tubize Artificial Silk Co 
Van Raalte Co., Inc 
1. Years ended June 30. 1926 includes 10 
months; 2. Years ended September 30; D—Deficit; 
*—Before certain charges. 


It will be observed that Gotham Silk 
Hosiery Co., Inc., is the largest factor in 
point of earnings, while Celanese Corpora- 
tion reported the largest gain over 1926. 
These two companies.represent the hosiery 
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and rayon divisions respectively, which are 

at the present time the most prosperous in 

the silk industry. Before discussing further 

any individual companies, however, it might 

be of interest to sketch briefly the general 

organization of the industry and some of its 
financial and operat- 
ing problems. 


Japan the Prin- 


cipal Source of 
Raw Silk 


ATURAL silk, 
as distinguished 
from “Rayon,” a 
trade name adopted a 
few years ago to take 
the place of “artificial 
silk” syntheti- 
cally, comes _princi- 
pally from Japan. 
There the culture of 
silk worms has been 
carried on, according 
to authentic historical 
records, for nineteen 
centuries, although the 
earliest mention of 
silk is found in 
Chinese mythology, 
which places the 
origin of the culture 
of silk in China as 
far back as 2640 B.C. 
The silkworm is a 
caterpillar of the 
moth species which is 
fed on the leaves of 
the mulberry tree. 
When the worm is about thirty days old it 
spins a cocoon around itself made up of two 
strands varying in length from 300 to 1400 
yards. It is then immersed in boiling water 
to kill the moth which would otherwise 
make its escape by breaking through the 
cocoon fibre. The next process is to unwind 
the strands, which are reeled into hanks of 
skeins of 450 meters long, then put up in 
bales of 133% pounds (Japanese standard) 
for shipment. 

The extreme fineness of natural silk fibre 
is difficult to appreciate. One pound of 
moderately fine reeled silk (classified 28-30 
dernier) is about eighty-five miles long. 
The finest grades (8-10 dernier) are but 
little coarser than a spider webb, and a 
single pound would stretch 280 miles! 

American mills consume approximately 75 
per cent of the world’s production of raw 
silk. Of this amount, about 84 per cent is 
purchased from Japan, 15 per cent from 
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China and the remaining 1 per cent from 
other countries, principally France and 
Italy. Our purchases of raw silk during 
the calendar year 1927 amounted to 74,004,- 
593 pounds and cost over $390,000,000, of 
which $334,000,000 worth came from Japan 
and $50,000,000 from China. 


A Concentrated Industry 


HE silk manufacturing industry in the 

United States is marked by a high de- 
gree of concentration, centering in the east- 
ern part of the State of Pennsylvania, which 
alone produces 40 per cent of the country’s 
total, based on value of products, and ex- 
tending through New Jersey, which contrib- 
uted 24 per cent of the total, to New York 
State (14 per cent) and Connecticut (7 per 
cent). 

There are a number of reasons for this 
unusual concentration of silk manufacturing. 
Although the origin of the industry was in 
New England, about the time of the Civil 
War it shifted to New York City which 
was the country’s chief port and market for 
raw silk, and also a center for immigrants 
supplying cheap labor for its development. 
As property values and taxes in New York 
became prohibitive the industry moved 
across the Hudson River into New Jersey 
and then into eastern Pennsylvania. The 
latter state is especially attractive to silk 
manufacturing in that the coal mining 
regions require only male laborers and there- 
fore leave cheap female labor available for 
the deft processes involved in silk machin- 
ery operations. Nearness to. New York 
City, the principal distributing center for 
goods, is also an important factor. 

There were 1659 establishments engaged 
in silk manufacturing according to the latest 
Census Report, which covers the year 1925. 
Of this large number, however, nearly half 
reported sales of less than $100,000 annu- 
ally, and only one in ten reached $1,000,- 
000 annually. 

Value of products at wholesale amounted 
to $808,779,399. ‘“Knit-goods” is classified 
by the Census as a-separate industry, but at 
least one-third of its product, consisting 
mostly of hosiery, underwear and fancy 
knit-goods is reliably estimated as belonging 
to the silk industry, and on this basis would 
add about $270,000,000 to value of products. 
This, by a substantial margin, makes the 
silk business another of America’s “billion 
dollar industries.” 

Wage earners employed in the silk indus- 
try (including one-third of knit-goods also) 
exceed 209,000 and the annual payroll is 
over $231,000,000. 


Throwing, Weaving and 
Finishing 
— technical processes involved in silk 


manufacturing are unusually complicated 
and space permits only a brief reference to 


the three main steps. The details can be 
understood much more easily from a visit 
to a silk mill than by written description. 

Raw silk as it comes into this market in 
the form of baled skeins must be made into 
yarn by “throwing” or twisting several 
strands together. A concern engaged in 
this work is known as a “throwster,” and 
may either deal in the silk or work on 
commission. Many of the large manufac- 
turers of piece goods and hosiery have their 


own throwing departments to increase uni- 
formity and quality of their yarn supply, 
since throwing hides many imperfections 
that can be seen in the raw silk. 

Weaving is the second process, and takes 
much more time in preparing the warp 
(lengthwise) threads than is required in the 
cotton or woolen industry, due to the fine- 
ness of silk yarn. Ordinary cloth made of 
medium and coarse sizes of silk contains 
from 120 to 300 threads to the inch, and 
especially heavy cloths 600 or _ more. 
After the warp threads have been filled into 
the proper eyelets and the required length 
(fifty yards is standard) run onto the drum 
or beam of the loom, the filling (crosswise) 
threads are attached to shuttles which are 
shot back and forth by mechanical means. 
The weaving thereafter proceeds automati- 
cally with no attention required except to 
refill the shuttles as they become empty, and 
to watch for and mend any breaks that 
occur in the warp. . 

Finishing is the final process, and consti- 
tutes: (1) Dyeing, including preliminary 
washing and subsequent steam drying. This 
is spoken of as dyeing “in the gray.” <A 
considerable portion of silk is dyed “in the 
yarn.” (2) Weighting or loading, by apply- 
ing a solution of which tetrachloride of tin 
is the most common, which gives the silk a 
heavier, crisper feeling and adds the char- 
acteristic metallic lustre. (3) Printing, by 
running the goods through sets of rollers 
carrying the design, followed by heating to 
set the ink colors. 

Finishing may include countless special 
processes, the most important of which is 
perhaps the “moiré” or embossing between 
hot rollers engraved with a raised design, 
giving the watery appearance often noticed 
in necktie silks. 

Ribbons are woven like broad goods ex- 
cept that because of their narrowness twenty 
or more ribbons may be woven on the same 
loom at once. Velvets are woven in two 
pieces, face to face, with the threads run- 
ning up and down between them, which are 
cut as fast as woven, leaving the pile threads 
standing up from the base. 
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Seamless hosiery is knitted on complex 
and very expensive machines, while full- 
fashioned hosiery requires a separate ma- 
chine for forming the stocking leg, the foot, 
and looping together the back. Underwear, 
gloves, ties, sweaters, mufflers and other 
knitted-wear are made on special machines, 
usually by concerns which confine them- 
selves to a single article. 

Most complicated of all are the looms with 
Jacquard attachments for weaving fancy 
patterns in tapestries, upholstery, tablecloths, 
etc., by a system of perforated cards in an 
endless chain, controlling each individual 
thread on the principle of a player piano. 


Financing the Silk Industry 


ANUFACTURERS of silk goods may 
obtain their raw material supply by 
importing raw silk from the Orient, pur- 
chasing raw silk in this market, or buying 
yarn from a throwster. If imported, the 
transaction is usually handled on a letter of 
credit basis, the American manufacturers 
having his bank open a credit through its 
foreign branch or correspondent in favor of 
the seller of the raw silk, who presents 
drafts with bills of lading, invoice, insurance 
certificate, etc., attached for acceptance, 
payable in say ninety days. Upon arrival 
the silk or a portion thereof may be released 
to the manufacturer against trust receipt. 
If the raw silk be purchased from im- 
porters in the New York market the usual 
terms are ninety days, covered by trade ac- 
ceptance. Recently there has been a move- 
ment to shorten these terms to sixty or even 
thirty days, on the ground that such long 
terms encourage the weakly capitalized man- 
ufacturers to handle an excessive volume of 
business, with a resulting overproduction 
and break in prices which is detrimental to 
the entire industry. If thrown silk is pur- 
chased the standard terms are sixty days, 
trade acceptance. Discounts are allowed 
for payment before maturity. 
Capital of the manufacturer, in addition 
to his own capital stock and surplus, may 
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The Fiduciary Conference 


Large Attendance and Much Enthusiasm at the Mid-Winter 
Meeting in New York. A Wide Range of Topics Discussed by 
Leaders in the Trust Company and Trust Department Fields. An 
Impressive Growth in Activities of Insurance Trusts Noted. 


N exceptionally large attendance 
and an unusually good program 
marked the mid-winter conference 
of trust companies at the Hotel 

Commodore, New York, last month. The 
three-day meeting, held under the auspices 
of the Trust Company Division of the 
American Bankers Association, began on 
Tuesday, Feb. 14, and closed on Thursday 
evening, Feb. 16, with a reception and ban- 
quet. Problems peculiar to the trust com- 
pany and trust departments of banks were 
discussed by leaders in this department of 
banking, and many new and useful ideas 
were brought forth for demonstration and 
study. 

At the opening session on Tuesday morn- 
ing, there were addresses by Francis H. 
Sisson, vice-president, Guaranty Trust Com- 
pany, New York, on “When a Good Idea 
Takes Hold,” which was a review of the 
tremendous growth of the trusteeship ser- 
vice; John Benson, president, American As- 
sociation of Advertising Agencies, on “How 
the Agency Man Views Financial Adver- 
tising’; Dr. Daniel Starch, director of re- 
search, American Association of Advertising 
Agencies, on “How Progressive Marketing 
Methods in Industry May Be Applied to 
Trust Company Work,” and George B. 
Hotchkiss, professor of marketing and ad- 
vertising, New York University, who told 
of the appeal of trust company and bank 
advertising now current in the newspapers 
and magazines of the country. The talks 
of Mr. Sisson, Dr. Starch and Mr. Benson 
will be found elsewhere in this issue. 
A. V. Morton, Chairman of the Execu- 
tive Committee, Trust Company Division. 
A. B. A., presided at the opening session. 

In the afternoon, with John C. Mechem, 
vice-president, First Trust and Savings 
Bank, Chicago, presiding, there were talks 
by Charles H. Plenty, vice-president, Hack- 
ensack Trust Company, Hackensack, N. J., 
on “The Development of a Trust Depart- 
ment of a Country Bank,” which is printed in 
this issue, and by Harry D. Sammis, trust 
officer, the Farmers’ Loan and Trust Com- 
pany, New York, on “Conducting a Cus- 
todian Department.” 


Custodianship Growing 


R. SAMMIS said that the need for 

highly expert handling of securities 
—the receiving and holding of them, their 
delivery and the watching of all details 
in connection with them—had resulted in 
great strides by the custodian departments 
of trust companies. The operation of these 
departments, he said, had become system- 
atized to a high degree and was now com- 
paratively simple. He saw great value in 
the aid they gave. 


The afternoon session closed with a sales 
demonstration by Paul Laferty of the Union 
Trust Company, Cleveland, Ohio, and Tho- 
burn Mills of the Guardian Trust Company 
of the same city. This was presented 
through the courtesy of the Financial Ad- 
vertisers Association and was in the form 
of an actual sale of a trusteeship by a 
bank’s representative to the factory mana- 
ger for a large corporation, who on a sal- 
ary of $15,000 a year was raising a family 
of four and attempting to provide for their 
future in a thoroughly safe and adequate 
way. Mr. Laferty, as the trust company 
salesman, showed how this might be done. 

Discussion of the relations between in- 
surance and trust companies featured the 
sessions on the second day of the con- 
ference. These were held under the aus- 
pices of the Committee on Insurance Trusts 
of the Trust Company Division, A. B. A., 
and were presided over by F. W. Denio, 
vice-president of the Old Colony Trust 
Company, Boston. 


Insurance Trusts 


HOMAS C. HENNINGS, vice-presi- 
dent of the Mercantile Trust Company, 
St. Louis, speaking on “What Cooperation 
Between Insurance and Trust Companies 
Means to America,” said that trust men had 
awakened to the realization that life insur- 
ance was one of the greatest economic fac- 
tors in the country, and the Committee on 
Insurance Trusts, of which he is Chair- 
man, was making good progress in its en- 
deavor to cooperate with the great organiza- 
tions representing life insurance underwrit- 
ing. He told of a meeting only a few days 
before with representatives of the National 
Association of Life Underwriters, at which 
they presented their problems, and he said 
he thought that a point had been reached 
where the trust men and the underwriters 
could work together satisfactorily to both. 
Judge Hennings was of the opinion that 
a trust company should not attempt to 
make a life insurance trust of every in- 
surance policy or insurance prospect that 
came along. There were many cases, he 
said, where the care of the proceeds of in- 
surance policies properly belonged to the 
life insurance company. In a case, for in- 
stance, where a man had possibly only one 
or two policies payable to his wife, it was 
better for the proceeds to remain with the 
life insurance company, he believed, but 
when there were a number of policies and 
a number of persons to be taken care of, 
it would be best to place the proceeds of 
all the policies in one depository, such as a 
trust company or bank, where the fund can 
be managed and the income paid out from 
one place. In the case of business insur- 
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ance, he was convinced that the papers 
should be prepared by a competent lawyer 
and the funds handled through a trust 
company. 

“The business of writing life insurance 
belongs peculiarly to life insurance com- 
panies,’ Judge Hennings concluded, “and 
the conservation of the proceeds, in some 
cases, belongs to them. In other cases the 
conservation belongs to trust companies. 
Neither the insurance companies nor the 
trust companies should step beyond the lines 
of the other. These life underwriters feel 
that they have developed their business into 
a profession, and they don’t want you to 
pick on them. There are hundreds of ways 
in which a financial institution can make 
money. Let’s not pick on any particular 
activity that is trying to work with us.” 

Other addresses were made at Wednes- 
day’s sessions by Gwilym A. Price, trust 
officer, Peoples Savings Bank and Trust 
Company, Pittsburgh, Pa. on “A _ Trust 
Functions Course for Life Underwriters” ; 
Ralph Sanborn, New York, on “Business 
Life Insurance,” James L. Madden, third 
vice-president, Metropolitan Life Insurance 
Company, New York, on “Wills, Estates 
and Trusts in Relation to Insurance”; 
Franklin W. Ganse, Boston, chairman of 
the National Association of Life Insurance 
Underwriters Committee on Cooperation 
with Trust Companies, on “What I Have 
Learned About Estate Needs in Selling 
Life Insurance,” and Claris Adams, general 
counsel of the Life Convention, St. Louis, 
and Julian S. Myrick, president, National 
Association of Life Underwriters, on 
“Trusteeing Life Insurance.’ Mr. Adams 
took the viewpoint of the insurance com- 
pany and Mr. Myrick of the underwriters. 
Both expressed appreciation of the work 
being done by banks and trust companies 
and told of how the insurance men and un- 
derwriters were seeking to cooperate. 


Discussion of Wills 


Wien afternoon session Wednesday, with 
James H. Perkins, Vice-President of 
the Trust Company Division, A. B. A., and 
president of the Farmers’ Loan and Trust 
Company, New York, presiding, concluded 
with talks by J. Melville Broughton, attor- 
ney, of Raleigh, N. C., on “Dignity in the 
Witnessing of Wills,” and by Dr. James 
G. Smith, assistant professor of economics, 
Princeton University, on “The Trust Com- 
pany and Real Income.” This address will 
be found elsewhere in this issue. 

On the concluding day of the conference, 
at the morning session, Mr. Perkins again 
presided, and there were addresses by 
Augustus Peabody Loring of Boston, on 
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MUSIC FROM OLD MEXICO 


BSALIAT a lot of time people 
MI spend on things of no 

consequence! 

There is for illustration, 

. current literature. T he 
news of the latest book assails us 
everywhere until, though common 
sense and the experience of years 
tells us that we shall 
be no better or wiser 
after we have read 
it, we procure the 
new book—a nd 
perhaps feel im- 
pelled to de- 
stroy it that we 
may have no 
part in extend- 
img its con- 
taminating in- 
fluence. 

“Our books 
are false by 
being fragmentary,” 
wrote Emerson many 
years ago; “their sent- 
tences are bon mots and not parts of 
natural discourse; childish expres- 
sions of surprise or pleasure in 
nature; or, worse, owing a brief 
notoriety to the petulance or aver- 
sion from the order of nature— 
being some curiosity or oddity, de- 
signedly not in harmony with nature, 
and purposely framed to excite 
surprise, as jugglers do by conceal- 
ing their means.” 
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HERE is also much of serious 

and worthwhile talk about 
wave lengths in radio, but what a 
dearth of consideration about that 
shortening of “wave lengths” of the 
human mind to which we are ex- 
posed when we habitually flit all 
around the dial from one blare of 
jazz to another, getting continuity 


“Mere pleasure is a fool’s paradise’ 


in nothing and distraction in every- 
thing. “I got an orchestra from 
Mexico City last night,” proudly 
says the enthusiast to his neighbor. 
“T beat you,” says his friend. “TI 
got Plato last night, clear as a bell, 
no interference and very good stuff. 
The night before that I got Shakes- 
peare. Both of them 
came over right 
smart distances!” 
Great is the radio! 
If I had the means so 
to do, every 
shut-in,every 
poor home in 
the land, every 
old man and 
old lady with 
his and her life 
behind them 
should have a 
radio to take 
the place of the old 
friends now gone; but 
we should see that it 
serves us instead of letting it whirl 
our attention round and round like 
a weather vane in a fitful wind, 
making us strong in “scatteration” 
but weak in the power of concentra- 
tion. 


E wonder—amidst the babel 

—if Abe Lincoln would have 
developed his mind, as he did, if he 
had had a radio and a loud speaker 
instead of the solitude of the cabin 
and the borrowed book that he read 
by the flickering light of the open 
fireplace! 

These are wonderful times. Our 
lives may actually be lengthened and 
broadened by science, or shortened 
and nullified and largely wasted by 
failure to grasp the old, old truth 
that— 
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Interest Rates on Bank Deposits 


Views on Subject Called Forth by Charles E. Mitchell’s Discus- 


sion in Last Month’s JOURNAL. 
Banking Problem” Says R. S. Hawes of St. Louis. 
Interest Rates 


HE discussion on interest rates by 

Charles E. Mitchell in last month’s 

issue of this magazine has done 

much to crystallize banking thought 
on this all-important subject. 

“Mr. Mitchell,” says R. S. Hawes, 
vice-president, First National Bank in St. 
Louis, “struck at the root of the banking 
problem when he stated that ‘current in- 
terest rates on deposits should be based upon 
current bank earnings, not on past profits.’ 
With the trend of interest rates clearly 
downward for several years, and no evidence 
of an important reversal in this movement, 
it is high time for the bankers of the coun- 
try to bring into better adjustment the price 
they pay for their raw material with what 
they can hope to obtain for their finished 
product: namely, bank credit. All costs in 
the banking business have been steadily 
mounting in recent years, while the selling 
price of bank credit has steadily declined. 
As a result of this situation over one-third 
of every dollar of bank income today is con- 
sumed in paying interest on deposits. Im- 
portant as this problem is to the bankers of 
the country, its significance, in this respect, 
is secondary to the primary public interest 
which is involved. The business of banking 
is one affected: primarily with public inter- 
est and this interest can only be properly 
served when bank policy is soundly conser- 
vative. Safety of deposits should be the 
first requisite, with the interest return paid 
upon them secondary. In view of this fact 
there are several questions which the bank- 
ers should ask themselves regarding this 
whole situation. 

“First: It would seem pertinent that they 
take up for serious consideration the ques- 
tion as to whether or not there are any 
dangers involved in the existing practice of 
each individual; banker paying whatever rate 
of interest he! sees fit upon time, savings 
and other deposits. 

“Second: To investigate whether or not 
the law of supply and demand is really an 
effective check in preventing banks from 
paying rates of interest on deposits which 
are not economically sound from the stand- 
point of their depositors and the public. 

“Third: To'determine to what extent the 
existing practice of paying interest on de- 
posits has beea subject to abuse by banks 
to the detrimerit of their depositors, creditors 
and the general public. 


Doubtful Benefit to Public 


66 ITH fespect to the first of these 

questions, there is considerable evi- 
dence that as a result of increasing cost of 
banking operations, the competitive situation 
and the existing practice of each banker 
paying whatever he sees fit on deposits is of 


as Savings Bankers 


doubtful benefit to the public generally. Ex- 
perience shows that this policy invariably 
leads to excessive rate competition which 
usually leads to an unsound banking situa- 
tion. There is probably no surer way to 
undermine the soundness of the banking 
structure than for banks to offer to pay an 
uneconomically high return on deposits. 
This practice usually results in the accept- 
ance of undue risks with the depositors’ 
money, a situation which is so evidently 
against the public interest that it needs no 
further comment. 


“Money rates in this country are con- 
stantly becoming more uniform with the 
result that even in different sections of the 
country the rate differential upon sound 
loans or investments is narrowing. The cost 
of doing business among banking institu- 
tions is also surprisingly uniform, conse- 
quently, the rate that banks can pay on de- 
posits and still maintain a sound condition 
varies only fractionally. Profits in the 
banking business are modest, averaging, as 
shown by Federal Reserve studies, not more 
than 814 per cent on invested capital as 
against an average of 9.17 per cent for lead- 
ing industrial corporations. For 1926 bank 
earnings averaged 8.47 per cent as against 
10.95 per cent for industrial corporations. 
(Profits figures of industrial corporations 
are based upon Standard Statistics Corpora- 
tion Statement A 73 leading corporations. ) 
Additional evidence of the unsatisfactory 
current situation in the banking business is 
shown by the high mortality rate of recent 
years. 

“There have been some who have con- 
tended that the law of supply and demand 
would itself always be an effective check in 
preventing banks from paying a rate of in- 
terest on deposits which was not safe, when 
viewed from the standpoint of the depos- 
itors. There is nothing to indicate that the 
law of supply and demand has been an 
effective check in preventing banks from 
paying uneconomically high rates on de- 
posits. This is evidenced by the fact that 
most Clearing House Associations have 
found it necessary to establish rules and 
regulations on this subject, and further- 
more, by the fact that some states have seen 
fit to pass laws limiting the rate that could 
be paid.” 


Sound Reasons for Lower 
Rates 


R. HAWES further states that on the 
basis of his observation of the bank- 
ing business, he is firmly convinced that the 
practice of paying interest on deposits has 
been subject to abuse by banks to the detri- 
ment, not only of their depositors and cred- 
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itors, but also to the public in general. It 
has been his observation, he says, that where 
uneconomically high rates of interest on de- 
posits are prevalent, unsound credit practices 
have invariably resulted, which have not 
infrequently produced a high mortality rate 
among the banks affected. This observation, 
he says, is further borne out by a study of 
banking statistics in recent years. The Fed- 
eral Reserve studies of bank earnings show 
that interest paid on deposits has been 
mounting faster than gross income. Since 
1919 gross income of reporting member 
banks has increased from $1,291,000,000 to 
over $2,068,000,000, an increase of 60 per 
cent. On the other, interest paid on deposits 
increased from $389,000,000 to over $687,- 
000,000, an increase of 76 per cent. Last 
year interest paid on deposits consumed over 
thirty-three cents out of every dollar of 
bank income. The tendency of interest paid 
to rise more rapidly than income has, of 
course, been due to the practice of banks to 
pay a relatively fixed rate on deposits during 
a period of receding money rates. Since 
1919 average commercial paper rates de- 
clined over 25 per cent. 

“In conclusion,” says Mr. Hawes, “it is 
high time that both the bankers and the 
general public come to the realization that 
there exist sound economic reasons why in- 
terest rates on deposits should be lowered. 
The existing situation is the result of the 
unsound attempt of banks to adhere to a 
rate situation on deposits established in the 
past when the general level of interest rates 
was higher and before the establishment of 
the numerous free services which banks now 
feel called upon to ‘extend to their custom- 


” 


ers. 


Savings Bank Viewpoint 


__ executive manager of the Savings 


Bank Association of 
D. S. Sylvester, says: 

“The AMERICAN BANKERS ASSOCIATION 
JOURNAL gives a statement by Charles E. 
Mitchell, head of the largest bank in the 
country, to the effect that dividend rates 
must soon be lowered, and he takes occa- 
sion to point particularly to what he calls 
‘the average 414 per cent rate of the Massa- 
chusetts savings banks’ as being in line for 
a drop in the near future. The Massachu- 
setts savings banks, while recognizing Mr. 
Mitchell’s undoubted authority to speak for 
commercial bank rates, doubt his correctness 
in the use of the word ‘soon’ so far as 
mutual savings banks are concerned. 

“In the first place, while Mr. Mitchell 
says that the Massachusetts savings banks’ 
rate of 4% per cent is high, he has under- 
stated the true figures. The average rate, 


(Continued on page 743) 


Massachusetts, 


Honesty Not to Be Purchased 


ie sentencing a former employee of a bank for de- 
falcations amounting to $19,000, a judge is re- 
ported to have declared that embezzlement by clerks 
- and tellers is due in large part to the failure of banks 
to pay what he termed “decent” wages to their em- 
ployees. 

Judicial comment along this line is not new nor 
surprising. The surprising thing is that any part of 
the blame for plain dishonesty is placed anywhere ex- 
cepting where it belongs—in the heart of the thief. 

Men are either honest or they are dishonest, and 
we do not believe that there is any middle ground. If, 
in the ordinary course of events, they are dishonest on 
a small salary, they still will be dishonest on a larger 
salary, for honesty like patriotism is not a quality to 
traffic in, and efforts to excuse or palliate the betrayal 
of a trust by the suggestion that a man might have 
been honest—if his honesty had been bought by a 
larger salary—is likely to have a pernicious effect. 

Mercy is a splendid quality, but it should not be 
extended in a form that will have a tendency to make 
any man compromise with his conscience over the best 
and most essential quality of manhood. 


Uniform Rediscount Rates? 


F, as it has been intimated, there is to be a renewal 

of the discussion over the rediscount rates of the 
Federal Reserve banks, it is well to remember how 
thought ran when the banks were being created. 

From a statement issued last September by Senator 
Carter Glass we quote the following: 

“If there is any one thing above another which ob- 
trudes itself in the committee reports and the discus- 
sions of Congress on the Federal Reserve Act, it is 
the deliberate and decisive rejection by Congress of 
the purpose to establish in this country a uniform rate 
of rediscount. Such a thing was held by best banking 
opinion and by nearly every reputable political econo- 
mist to be totally undesirable, if possible. 

“It was realized that widely differing conditions and 
widely divergent discount rates, controlled by various 
state laws, made it perfectly obvious that a rediscount 
rate at one Federal Reserve bank might be scarcely 
out of harmony with prevailing conditions in another 
Federal Reserve district.” 

Beckhart in his “Discount Policy of the Federal Re- 
serve System” says: “Professor Sprague, in testifying 
before the Senate Committee on Banking and Cur- 
rency when the Glass Bill was being considered, cau- 
tioned them against entertaining the idea that there 
could be one rate of discount for the whole country. 
‘If you make a uniform rate (standing above the mar- 
ket rates in the South and West), no loans could be 
made in New England or the Middle Atlantic states 
in ordinary times.’ ” 

Back in 1921 the Federal Advisory Council reiterated 
an earlier statement of the Council as follows: 


“Uniformity of rates, while at times practicable and 
desirable, should not be adopted as a fixed policy, the 
system being predicated upon the principle that vary- 
ing conditions might exist in different sections of the 
country.” 

W. P. G. Harding, Governor of the Federal ke- 
serve Bank of Boston and former Governor of the 
Federal Reserve Board, writing in the JoURNAL last 
October, said: 

“Our country has so large an area, and conditions 
which are constantly changing vary so greatly in dif- 
ferent Federal Reserve districts, that there seems to 
be no question that the officers and directors of a Fed- 
eral Reserve bank are more closely in touch with the 
business situation in their own district than the mem- 
bers of a governing board sitting at Washington can 
be.” 

But according to some observers there is no expec- 
tation in Washington of any effort to impose a uniform 
rediscount rate on all Federal Reserve banks, nor to 
make any effort to increase the authority and prestige 
of the Reserve Agents because they are responsible to 
the Federal Reserve Board, which would by inference 
be a lessening of the power of the Governors, respon- 
sible to the directors of each Federal Reserve bank. 

If, therefore, there is no new centralization of au- 
thority at Washington, it would seem that there should 
be no expectation of a policy of uniform rediscount 
rates, unless, perchance, circumstances in the twelve 
districts should make that the logical thing to do, as the 
present uniformity suggests. 


Suspension Data Show Improvement 


URING the last calendar year there was a dis- 

tinct improvement in banking conditions, accord- 
ing to the final fgures on suspensions issued by the Fed- 
eral Reserve Board. 

The total number of banks which suspended during 
the year of 1926 was 956, while the total number that 
suspended during the year of 1927 was 334 less, or 
622. The number of suspensions last year, while still 
deplorably large, indicates a marked improvement in 
the nation’s banking. 

The total deposits of the banks which suspended 
during the year of 1926 was $272,488,000, as against 
total deposits in suspended banks of $231,007,000 for 
last year. 

In 1926 the member banks which failed numbered 
160 and the non-member banks 796. Last year the 
failures of member banks numbered 124 and the non- 
member banks 538. 


One Furrow Farming 


WESTERN newspaper discussing the McNary- 
Haugen Farm Relief bill says: “Broadly speaking, 
the moneyed interests of the country, particularly in the 
eastern financial centers, have opposed every effort 
made by the farmers to relieve their distress, which has 
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persisted since the deflation after the war. 

The initiative really lies with the leaders of banking, 
industry and commerce. They have.repeatedly charged 
that the farmers’ proposals are economically unsound, 
however alluring they sounded on paper, but have of- 
fered nothing by way of correction or substitute. 
If they can devise a better plan than the one the farm- 
ers now have put forward, it is clearly in their own 
interest to present it for consideration.” 

This presentation of the case seems to be more in- 
genious than sagacious. It puts the blame for the 
failure of the whole country to approve an economically 
unsound proposition, an unfair and an unjust proposi- 
tion upon the “moneyed interests” of the East, as if 
the moneyed interests of the East, the West, the North 
and the South combined could make an impossible 
scheme work. As well arraign the money interests be- 
cause four, plus two, plus six comes out twelve instead 
of some other sum on which we have set our hearts. 

The fallacy of the McNary-Haugen scheme was not 
a sectional nor a class belief. It was vetoed by a farm 
boy, the son of a farmer and now a farm owner as well 
as President, and it is well to recall at this time some 
of the things that the President said: 

“The so-called equalization fee is not a tax for the 
purpose of revenue in the accepted sense. It is a tax 
for the special benefit of particular groups. As a direct 
tax on certain of the vital necessaries of life it repre- 
sents the most vicious form of taxation. Its real effect 
is an employment of the coercive powers of government 
to the end that certain special groups of farmers and 
processors may profit temporarily at the expense of 
other farmers and the community at large. 

“The chief objection to the bill is that it would not 
benefit the farmer. Whatever may be the temporary 
influence of arbitrary interference, no one can deny 
that in the long run prices will be governed by the law 
of supply and demand. To expect to increase prices 
and then to maintain them on a higher level by means 
of a plan which must of necessity increase production 
while decreasing consumption, is to fly in the face of 
an economic law as well established as any law of 
nature.” 

The procession of farm relief measures by the use 
of public funds has been years in passing, and the end 
is not yet. Have we forgotten the local canals here 
and there that were to change things so radically? Have 
we forgotten that it was more credit that was going to 
do it and how that more credit so often worked against 
the farmer and ruined him instead of bettering his con- 
dition? Have we forgotten that sometimes it is more 
railroads and after the roads it is cheaper rates, and 
sometimes it is more good roads, and that there have 
been places where the high taxes which the good roads 
imposed were more terrible than the conditions under 
the old dirt roads? The procession still goes on. 

Dean Russell of the Agricultural College of the Uni- 
versity of Wisconsin, in an article in the February issue 
of the JouRNAL, pointed the logical way to farm relief. 
The farms, he declared, must be industrialized. The 
farmer must learn from the manufacturer. 

The farmer cannot do business in the old way and 
be happy any more than the hand weaver of another 
generation can set up his loom in the shadow of the 
city factory and compete with the human and mechan- 
ical machinery of a great industrial organization. 

In the Orient there are farmers still plowing the 
ground with a stick, as did their forebears, and they 
think they cannot change. In the United States, the 
land of mass production, there are too many men still 


plowing one furrow and seeking government aid to 
make that kind of farming synchronize with all other 
industry—which is beyond the power of the govern- 
ment, however strong or determined it may be! 


Unemployment 


URING the last month the subject of unemploy- 

ment has assumed new importance and new 
prominence in public discussions. Some steps have 
been taken to check it, notable among which has been 
the impulse given to some public works, which the state 
of New York has had projected or under way, and a 
survey of unemployment to be made under the super- 
vision of Secretary Hoover. 

The list of causes of unemployment are many and 
varied. The destructiveness of the floods of the Mis- 
sissippi and its tributaries last Spring directly and in- 
directly destroyed, postponed or otherwise interfered 
with the ordinary course of business in the lives of 
over a million people. The more recent floods in New 
England were likewise a setback for many. The big coal 
strike still drags on. 

The automobile industry has become so big a thing 
in the national life that any slow-up can hardly fail 
to have almost endless adverse ramifications. Last 
December’s output of cars was the lowest in several 
years, but now the production is increasing. 

For a long time there has been a great wave of buy- 
ing and selling with the installment plan a decided 
factor, and as Prof. T. N. Carver suggests in an 
article elsewhere in this issue of the JOURNAL, there is a 
limit to what one man may purchase even through 
the aid of time payments. 

In some parts of the country unemployment has been 
caused by changes in fashions. Manufacturing com- 
panies have had to adjust and readjust, and the adjust- 
ments have necessitated new installations of machinery 
and new methods of marketing. 

Another reason, worthy of consideration, is the na- 
tion’s factory equipment of labor-saving machinery— 
the never-ending drive for machines to replace men, 
for mass production, for greater efficiency all along the 
line. Under these conditions it is entirely conceivable 
that there may come periods when the buyer cannot 
keep up with the output. 

Then there is the coming Presidential campaign, in 
which unemployment might be an effective subject for 
politicians. Finally there has been a mild winter in 
many parts of the country by reason of which great 
quantities of goods have not been taken by the con- 
sumers from the retail stores. 

Casual labor gains work when there is plenty of snow. 
For instance, New York City has an appropriation of 
$2,000,000 for snow removal this winter and only 
about $200,000 had been used up to March 1. This 
failure of the municipality to distribute the snow re- 
moval money is one reason for long bread lines in the 
big city. In this lack of seasonal employment New 
York City is the conspicuous example but it does not 
constitute the whole case. There are many other cities 
and many railroad centers in which casual labor has 
been disappointed. 

But there is abundant reason to be confident of the 
future for there is nothing fundamentally wrong, and 
while Europe is giving a lot of attention to reports of 
American unemployment, Europe doubtless will not 
suffer from any lack of employment due to the failure 
of the usual seasonal influx of American tourists. 
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As Cartoonists View Events of the Day 


Ny 


Vou 


NTERES 


Oily Methods.—Seattle Post-Intelligencer. “Hey! Swing Her ’Round in This Direction Once!”—Alley in 
the Memphis Commercial Appeal. 
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HE business of Alfred Decker & Cohn, Inc.— 

maker of “Society Brand Clothes”—was begun 

in 1902 with a total capital of $12,500. The latest 

published statement of the Company, giving its con- 

dition as of October 31,1927, shows a common stock 

equity of $3,120,615, all of which represents 
earnings left in the business. 


I’ 1919 we underwrote and offered with associates an issue of 
$2,500,000 principal amount of Preferred Stock for Alfred 
Decker & Cohn, Inc. The Company has repurchased a total of 
$1,880,500 of this stock in the last nine years, so that only $619,500 
par amount still remains in the hands of the public. At the same 
time the Preferred Stock was offered, we also sold a block of the 
Common Stock of Alfred Decker & Cohn, Inc. In addition to this 
capital financing, we have supplied the Company with short time 
money from time to time through the sale of its commercial paper 
to banks throughout the country. 


A. G. Becker & Co. 


Chicago New York 


ST. LOUIS MILWAUKEE MINNEAPOLIS SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 
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The SAWOY - PLAZA (mam 


& WHITE . : COMPANY 


HE Savoy-Plaza —a towering landmark on the world’s most _ install floors in a building of this high rank is no new experience 
famous Avenue; a modern monument to luxurious living. to the Bonded Floors Company. 


To be called on to contribute to such a building is a tribute of —Bonpep FLoors Company, Inc. New York Boston Philadelphia 
which any organization might be proud. But to be called on to Cleveland Detroit San Francisco «. Distributors in other principal cities 


FLOORS 


Backed by a Wa Guaranty Bond 


When writing to advertisers please mention the American Bankers Association Journal 
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New England Carries On 


By DONALD REA HANSON 


The Capital and Spirit With Which Her People Develop 
Mammoth Enterprises Both at Home and in Other Sections 


Are As Strong and Active as Ever. 


Though Some Industries 


May Shift New Enterprises Develop. Banks and Investments. 


EW ENGLAND’S industry, like 

her weather, is subject to change. 

Changing conditions in the busi- 

ness world usually are accom- 
panied by adversity in some directions, but 
increased advantages in others. But dur- 
ing the process of change, adversity, though 
it may be temporary, prompts the question 
whether or not the recipient is slipping. 
Because a number of New England’s textile 
mills have moved southward in recent years, 
the impression has spread in other quarters 
of the country that “New England is slip- 
ping.” Neither financially nor industrially 
does this sort of impression square with the 
facts. 

Lacking the climate of California; the nat- 
ural resources which dominate industrial life 
in the forests of the Northwest; the mines 
of Montana, Michigan and Pennsylvania, 
and the agricultural resources of the fertile 
South, New England’s greatest asset is the 
thrift of her people, the courage of her in- 
vestors and the banking power of the com- 
munity. Fortune or misfortune, as you 
please, New England’s long record in com- 
merce and industry has been one of con- 
stant change. A new industry arises, is 
superseded by competition or progress in 
science, but like the heads on the dragon 
of folklore, several new ones spring up 
in its place. New England’s capital alone 
has remained intact throughout the succes- 
sive stages of our industrial revolution of 
the past century, at times less intact per- 
haps than might be desired, but still intact. 
A pioneer in the strife for liberty, and a 
pioneer in the initial development of most 
of the nation’s leading industries, New Eng- 
land is neither standing still nor slipping, but 
is increasing in wealth and at least maintain- 
ing its prestige. But some of its industries 
are in the throes of a radical change, the 
outcome of which is not yet clear, but which 
may be accepted philosophically in the light 
of the experience of the past. 


Wealth from the Seas 


the pioneer days New England was 
largely self sufficient. Its clipper ships 
raced across the seas to bring spices, tea, 
molasses and silk from the Indies and China. 
Its fishermen scoured the Grand Banks, and 
its traders explored the Pacific Northwest, 
one of them discovering the Columbia River 
and naming it after his ship, which was 
constructed on the ways in Massachusetts. 
The whalers cruised the Arctic on three- 
year voyages in the quest of oil. But zest 
and romance and incidentally the profit van- 
ished with the coming of the prosaic iron 
steamship, with legislation that ruined the 


merchant marine, and the last of the whal- 
ers passed with the development of the 
petroleum industry under the Rockefellers. 
A leading industry had passed, but New 
England carried on. 

A century ago keen business men of New 
England determined that, with a reasonable 
amount of protection in the shape of a tariff 
on cotton goods, an industry could be de- 
veloped that could compete with the mills 


State Street, the “Wall Street” of Boston 


in Manchester, England. Under an ade- 
quate protective tariff, a thriving industry 
sprang up in New England, centering upon 
the banks of the Merrimac in Northern New 
England and on the fringe of its southern 
shores. Restrictive legislation—the forty- 
eight-hour law particular—high labor 
costs, and nepotism may have been among 
the factors contributing to the weakening 
of the influence of the industry in New 
England, but a more direct influence clearly 
was the plain business fact that certain kinds 
of cotton cloth could be manufactured more 
cheaply elsewhere. The process of change 
is now continuing, in this instance. 

But the capital accumulated in New Eng- 
land during the century made its pres- 
ence felt far afield. Lines of communica- 
tions were needed to develop the virgin 
lands of the Middle West. The Michigan 
Central, the Atchison, Topeka & Santa Fe 
and the Chicago, Burlington & Quincy were 
financed at the start with Boston capital. 
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Vermont pierced the Northwest with the 
Northern Pacific, and Connecticut capital 
aided directly in the construction of the 
Central Pacific. The Ames of Boston 
forged the link connecting the Atlantic and 
the Pacific over the Rocky Mountains. The 
panic of 1893 inflicted heavy losses upon 
New England capital, but it has been relia- 
bly estimated that the profit retained on 
the successful Burlington development fully 
covered the losses sustained in the Santa 
Fe receivership and others. Again a shift in 
business fortunes here, but not a damaging 
one. 


Builders of Industries 


HREE-QUARTERS of a century ago 

Boston investors hazarded their funds 
in a risky copper speculation. Two mines in 
particular attracted their attention, the Calu- 
met and the Hecla, both in the Michigan 
peninsular. It was not inappropriate that 
Boston should have led the way in the cop- 
per mining industry. As far back as 1648 a 
small copper deposit had been discovered 
in Massachusetts, and Governor Endicott 
brought smelters and refiners from Eng- 
land to found a new industry. Millions 
were made in the Michigan mines, millions 
also, perhaps, were lost in the unreasoning 
speculation that followed the flight of Calu- 
met and Hecla to $1,000 a share, but the 
point is that millions also were retained by 
Boston investors, to which more have been 
added since by prudent investment. The 
huge porphyry mines of the West were fa- 
cilitated through the development stage by 
New England capital. But copper mining 
has passed out of the speculation stage to 
one of simple manufacturing, the reduction 
of mountains of low grade ore into mites 
of copper, and Boston copper owners may 
gracefully acknowledge that leadership now 
rests, in the industry, with the Guggen- 
heims, the Ryans and their associates. 

Something over a half century ago Alex- 
ander Graham Bell came from England to 
aid the deaf in lip reading, from which in- 
cidental studies in the physics of sound 
eventually sprang the telephone. The first 
conversation over the wire was between Bos- 
ton and Cambridge—and a new industry 
had been born in New England. To this 
day stories are told, amid sobs and lamen- 
tations, how employees and others were of- 
fered their wages or other payment in tele- 
phone stock, but refused, preferring specie, 
or other assets more readily realizable. The 
stories are not materially spoiled in the 
telling by the official and emphatic denial 
by present day telephone company officials 
that such was ever the case. Nevertheless, 
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it is a fact that the American Telephone & 
Telegraph Company stock was _ largely 
owned in New England for years. Nor will 
critics of New England derive much in the 
shape of a tangible argument in the shape 
of the value of telephone securities now 
owned in this section. A _ recent official 
statement of the company placed 36.6 per 
cent of the stock of the telephone compariy 
alone in New England names and addresses. 
In other words, approximately $389,000,000 
par value of stock was held in the six 
states of the northeastern section of the 


country, the present market value of which 
is close to $700,000,000. 


Diversification of Investments 


T is unfortunate that further light on 

the destination of dividend checks of 
representative American corporations is not 
at hand. It used to be said that half of 
the stock of the American Sugar Refining 
Co. was held within ten miles of the gilded 
dome of the State House in Boston. From 
the last annual report of the company it 
would seem that this statement was not 
far from correct, for 41% per cent of the 
$90,000,000 of stock of the company out- 
standing was still held in New England. 
To be sure both the telephone and sugar 
company had a peculiar and special interest 
for the Boston investor. A somewhat dif- 
ferent case, and a fairer example of the 
diversification of New England investments 
might be afforded by a study of one cor- 
poration which had no such special attrac- 
tion for investors of Boston. The Penn- 
sylvania Railroad, which was certainly not 
a New England proposition either in its 
development or location, mailed dividend 
checks to 9 per cent of its stockholders 


om 


Providence, R. I. from the Parkway 


in New England recently, which is an in- 
dication that probably $45,000,000 of the 
stock at least is held in this section. Divi- 
dends reported by investors of the five New 
England states in 1924, on their income-tax 
returns, aggregated more than $400,000,000, 
of which $230,000,000 was in Massachusetts 
alone. 

With the expansion of the country, finan- 
cially and industrially, which set in about 
1897, New England shared in more moderate 
degree. Three instances of remarkable suc- 
cess, which rather testify to the acumen 
and aggressiveness of leaders in that sec- 
tion, stand out. It happened that three 
small companies were organized in the 
period between 1899 and 1901. All three 
are still owned largely in New England. 
They are, the United Shoe Machinery Com- 
pany, the United Fruit Company, and the 
Gillette Safety Razor Company. The three 
have added, according to recent estimates, 
$700,000,000 to New England’s wealth in 
the past thirty years, a sum that possibly 
will compensate several times over for the 
small amount of capital that has been lost 
in the transfer of a few cotton mills to 
other sections. Of this sum the United 
Fruit Company, which operates a fleet of 
seventy-two ships carrying more than the 
whole Boston sailing fleet could in the palmy 
days, and which owns and operates banana 
and sugar plantations in the West Indies, 
not to mention 1573 miles of railroad, has 
contributed about $362,000,000. The Gil- 
lette Safety Razor Company, which has 
revolutionized the simple art of shaving in 
probably every nation om the globe except 
Russia, has added over $200,000,000 to the 
wealth of New England. And the United 
Shoe Machinery Company has contributed a 
paltry $160,000,000. 


Even New England’s railroads were not 
exempt from the change in the trend of 
the times. The two largest systems which 
once formed the backbone of many a New 
England investment list, both passed their 
common dividend prior to the World War. 
Disaster was predicted for New England 
then, as during the depression in the cotton 
industry now, but the largest Boston invest- 
ment banking authorities are quoted as say- 
ing that the omission of these dividends did 
not cause a ripple in the flow of funds for 
reinvestment. But here the cycle appears 
to be nearing completion. The indications 
are that the New Haven will resume divi- 
dends this year, and in all probability the 
Boston & Maine will follow. 


Bank Clearings 


HE mere recitation of statistics, how- 

ever, is tiresome and not always con- 
vincing. One apologist has cited an increase 
in bank clearings in Boston in 1927 which 
is greater than that for any city outside of 
New York. But it is not explained that 
the comparison is with 1926, which was a 
very poor year for business in New Eng- 
land. Some light is thrown on the partici- 
pation of Boston in the big bull market 
lately by the fact that in only one other 
city do members of the New York Stock 
Exchange have more private wire connec- 
tions than they do with Boston. Boston's 
largest bank ranks eleventh in deposits 
among the large banks of the country, and 
is a power in Argentine finance. Its four 
largest banks, all numbered among the fifty 
largest, hold total deposits of $823,500,000, 
against $476,400,000 in 1922 and $100,166,- 
000 in 1902. 
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Investment Service for Banks 


HERE is practical significance in the fact that 

our Bond Department is an integral part of a 

large metropolitan banking institution with widely- 
diversified and far-reaching activities. 

It means that the traditions of a half century of 

conservative banking stand back of each transaction. 


It means that financial resources amounting to 
more than four hundred and fifty million dollars give 
assurance of stability and permanency of service. 

It means that in the purchase and sale of invest- 
ment securities the standards of the Illinois Mer- 
chants Trust Company must always be maintained. 


ILLINOIS MERCHANTS LRUST COMPANY 


Capital & Surplus 45 Million Dollars 


CHICAGO 


When writing to advertisers please mention the American Bankers Association Journal 
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Competent Banking Service 


“In using the facilities of your institution for all export trans- 
actions carried on by this Company through the Port of New 
York, we wish to say that we appreciate greatly the very effi- 
cient manner in which our items have been handled.” 


THESE worps of a large Western manufacturer describe a typical ex- 
perience with American Exchange Irving Trust Company service. 


Through world-wide connections which keep us in close touch with 
trade developments everywhere, this Company offers to correspondents 
every facility for the prompt and competent handling of all their banking 
requirements including: 


Collection of funds 

Financing of exports, imports and domestic transactions 
Purchase and sale of foreign exchange for spot or future delivery 
Travelers’ Letters of Credit 

Travelers’ Checks 


Transfer of funds in dollars or foreign currencies by mail or cable 


OUT-OF-TOWN OFFICE 


AMERICAN EXCHANGE 


IrRvING TRusT COMPANY 
Woolworth Building, NewYork 


When writing to advertisers please mention the American Bankers Association Journal 
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The Condition of Business 


Indications of a Year of Moderate Prosperity. Increase in Redis- 
count Rates Not Expected to Check Ordinary Business Opera- 
tions. Automobile Production Increasing. Retail Trade “Spotty.” 
The Chain Store Sales Barometer. Banking Situation Strong. 


S business moves into the spring sea- 
son it appears to be shaping up 
more and more to indicate a year 
not greatly unlike 1927. That is 

to say, a year of “moderate prosperity,” 
with a large volume of production and trade 
yielding generally satisfactory profits. 

” Leadership in the expansion of industrial 
production this year has been taken by the 
steel and automobile industries, heavy de- 
mand on finished product of the former in- 
dustry representing in large measure the raw 
material demand by the latter. Production 
of passenger cars and trucks so far has 
broken all records, and with the Ford plants 
now getting under way, a tremendous output 
the first half of the year is expected, fol- 
lowed by the elimination of some of the 
weaker manufacturers later on. Among 
many other industries production has not 
expanded materially and is still on the cur- 
tailed basis that has prevailed for several 
months. Retail trade reports are somewhat 
disappointing and indicate spotty conditions 
throughout the country. One reason for this 
is the renewed decline in commodity prices, 
carrying rubber and some metals to the 
lowest for several years, although foodstuffs 
are maintained fairly well. Another reason 
is the unemployment situation existing in 
New York, Chicago and other cities, the 
effect of which would be more serious but 
for the foundation of industrial prosperity 
that has been built up. 


Effect of Rediscount Rates 


ONEY rates are apparently now sta- 

bilized on a slightly higher level, and 
the action of the several Federal Reserve 
banks, now completed, in changing the 
rediscount rate from 314 to 4 per cent cer- 
tainly will not check ordinary business op- 
erations, but it has cut down brokers’ loans 
and, incidentally, will help improve bank 
earnings. The general banking situation 
remains strong, and although the Federal 
Reserve banks’ gold holdings are substan- 
tially below a year ago, and their bills dis- 
counted, open market purchases and govern- 
ment securities higher, the reserve ratio is 
only down slightly. Member bank credit 
is expanded moderately compared with 
March, 1927, but rediscounts are still rela- 
tively low. While the stock markets have 
displayed irregularity with the trend down- 
ward for both industrials and rails, it ap- 
pears that the market is now so broad that 
individual rather than general movements 
will predominate. Prices should be gov- 
erned by the course of business, although 
some further liquidation of brokers’ loans 
and readjustment of quotations to lower 
earnings would not be surprising. Bond 
Prices naturally may be expected to soften 
in the face of firmer money, but the loss 


has been slight, and speculative domestic 
as well as foreign bonds continue to hold 
their best prices. Unusually large foreign 
issues are in preparation for underwriting 
this month. 

American industry, like the stock market, 
is becoming so broad and diversified that 
the ups and downs in different lines tend to 
balance one another and leave the grand 
total of earnings fairly constant from year 
to year. Our compilation of the 1927 annual 
reports of 380 leading corporations issued 
to date shows aggregate profits of 1.7 per 
cent ahead of 1926 and 13 per cent better 
than in 1925. However, without the Gen- 
eral Motors Corporation and its sensational 
increase, profits of the group in 1927 would 
be 3.1 per cent below 1926 but still 2.8 per 
cent ahead of 1925. 


The Profits of 380 Corporations 


E are presenting a tabulation of the 

earnings of 380 industrial corporations 
classified by major industrial groups. This 
table is similar to the one given last month 
but much broader because of the large num- 
ber of companies added, and it is believed 
to be fairly representative of results last 
year for business as a whole. The asser- 
tion frequently heard that the large corpora- 
tions fared much better than the smaller 
partnerships and proprietorships which do 
not issue reports to the public is open to 
some question, and opinion among bankers is 
that the private statements coming in to 
them follow more or less the same trend or 
lack of trend as the large companies; never- 


theless the large business unit is thought to 
have some advantages over the small organ- 
ization. 

In this table are summarized all companies 
which have issued their 1927 reports where 
comparable figures for the years 1925 and 
1926 are available. In order to have the 
figures truly representative for the 1927 
calendar year as a whole, including the re- 
cession that took place during the last half 
of the period, no concerns whose fiscal year 
ended before July 31, 1927 are used, even 
though their earnings are technically for 
the 1927 year. Of course, the great ma- 
jority of reports are for the fiscal year 
ended Dec. 31, 1927. 

It will be observed that the grand total 
earnings of these 380 companies in 1927 was 
$1,390,574,000, an increase of $22,000,000 or 
1.7 per cent over 1926, and $160,000,000 or 
13 per cent higher than 1925. 

The increase is in considerable part the 
result of General Motors Corporation’s 
statement. This “industrial giant” increased 
its net profits from $106,485,000 in 1925 to 
$176,085,000 in 1926 and $235,105,000 in 
1927. If General Motors were not included, 
the 1927 profits of the remaining 379 lead- 
ing companies would total $1,155,469,000 as 
compared with $1,192,198,000 in 1926, a de- 
crease of $37,000,000 or 3.1 per cent. How- 
ever, they would still be $31,000,000 or 2.8 
per cent better than in 1925. 

This month’s revised table also takes in a 
second “industrial giant”’—United States 
Steel Corporation but this organization’s 
profit declined substantially, from $116,366,- 


Industrial Corporation Profits 


Number Industry 


Agricultural 
Amusements 
Automobiles and Trucks 
Auto Accessories 
Building Materials 
Chemicals and Drugs 
Clothing, etc. 

Coal Mining 

Cotton Manufacturing 
Electrical Equipment 
Flour and Bakery 

Food Products 

Iron and Steel 

Leather and Shoes. 
Machinery 

Meat Packing 
Merchandising 
Metals—Non-ferrous 
Office Appliances 
Petroleum 

Printing and Publishing. . 
Railway Equipment 
Rubber 

Silk and Rayon 

Sugar 


Implements 


Grand $1,230,935 


1925 
$14,135 


—Per Cent Change— 
1926-27 1925-27 


1927 
$20,818 
34,323 
300,262 
30,571 
40,966 
96,563 
19,766 
3,922 
7,700 
14,156 
90,028 
51,856 
152,880 
25,837 
12,723 
14,555 
123,407 
58,867 
30,303 
48,210 
5,960 
20,437 
45,894 
8,626 
31,832 
78,525 
21,587 


$1,390,574 


—000’s Omitted—- 
1926 


$18,982 


=) 


PLNON, 


$1,368,283 


General Motors Corp 


685 


106,485 
Total, excluding General Motors.$1,124,450 


235,605 
$1,155,469 


176,085 
$1,192,198 


5 + +47.6 
10 16,829 31,178 +104. 
15 204,433 263,709 1 +46.8 
17 33,857 29,212 —9.4 
20 47,048 46,909 —12.7 
23 66,769 88,591 +43.6 
17 18,986 15,603 +42 
5 oeetne 4,163 7,941 —5 —5.8 
14 1,030 Def.—992 +647. 
5 icenne 20,002 18,339 —2 —29.0 
12 71,620 82,728 +25.7 
16 43.035 50,529 +20.6 
21 cocces 200,427 —2 —2.2 
8 ecanaen 20,105 17,938 +4 +26.9 
10 2<sens 16,099 13,937 —8.6 —21.1 
10 canweda 34,825 32,701 —55.4 —58.1 
34 eeeeee 102,102 106,009 +16.4 +20.8 
15 ee-eaes 62,541 65,119 —9.5 —5.9 
12 eeeee 27,671 27,418 +10.6 +9.4 
21 oceews 73,553 76,569 —37.0 —34.5 
9 taenee 4,949 5,402 +8.5 +20.2 4 
11 c<cbecnmne 10,532 28,172 —27.1 +94.0 
12 ere 53,634 20,702 +121. —14.4 
8 naeues 9,653 7,519 +14.7 —10.6 
16 re 29,015 17,958 +77.0 +9.7 
16 Tobacco ... ccc 67,845 75,403 +4.1 +15.7 
18 Miscellaneous ................. 20,167 20,280 +6.4 +7.0 . 
380 41.7 +13.0 
+33.5 +121. 
379 —3.1 +2.8 
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000 in 1926 to $87,845,000 in 1927, which is 
typical of the steel industry, and its inclu- 
sion therefore does not distort the sum-total 
figures. 

Marked gains will be noted in such lines 
as cotton manufacturing which changed 
from a net deficit to a substantial profit, 
clothing and other textile products which 
increased 26.9 per cent, leather and shoes 
44.2 per cent, merchandising 16.4 per cent, 
office and household appliances 10.6 per cent, 
rubber 121 per cent, silk and rayon 14.7 per 
cent and sugar 77 per cent. 

Other industries, however, made lower 
earnings, such as building materials, lumber, 
heating and plumbing equipment which de- 
clined 12.6 per cent, coal mining 50.3 per 
cent, electrical equipment 22.4 per cent, iron 
and steel 23.7 per cent, meat packing 55.4 
per cent, petroleum 37 per cent and railway 
equipment 27.1 per cent. 

The more reports are examined, the 
stronger becomes the impression that in re- 
cent years the gains of certain individual 
companies and industrial groups are offset 
by losses in others, while a large number of 
concerns fluctuate very little from one year 
to another due to their being so well estab- 
lished, with the result that the grand total 
earnings of American industry are main- 
tained relatively stable. This characteristic 
is one of the most reassuring factors in the 
business outlook, and so far as 1928 results 
are concerned there seem no grounds for be- 
lieving that the final accounting will not 
show profits similar to those of recent years. 


Steel and Motor Expansion 


ONSIDERING in more detail some of 

the features referred to at the begin- 
ning of this review, leadership in expansion 
of industrial production has been taken by 
the steel and automobile industries. Output 
of steel ingots increased from a minimum 
average of 119,299 tons daily in November, 
1927, to 152,304 tons daily in January, 1927, 
and unfilled orders of the United States 
Steel Corporation ‘increased from 3,050,941 
tons at the middle of 1927 to 4,275,947 tons 
at the beginning of February and now stand 
at the highest for two years back. 

Automobile production likewise is being 
speeded up at a rapid rate. From a pro- 
duction of only 133,547 passenger cars and 
trucks in December, which is partly sea- 
sonal but nevertheless was the smallest De- 
cember output since 1921, the January pro- 
duction jumped to 225,039. February in- 
creased further, with quantity production of 
the new Ford now getting under way as well 
as record schedules being developed by 
other manufacturers, and March will be 
higher still. 

Among other major industries, however, 
production has not expanded greatly, and 
in many cases is still on the curtailed scale 
that has prevailed ever since the middle 
of last year. Somewhat better conditions 
than average are noted in the leather and 
shoe lines, meat packing, automobile tires 
and tobacco. 


Retail Trade Spotty 


ee trade reports are somewhat dis- 
appointing and indicate apparently that 
general buying on the part of the public 
is not being accelerated to keep up the pace 


set by the basic steel.and motor industries. 
The trade reviews of Dun’s and Bradstreet’s 
are, in fact, pessimistic in tone on this sub- 
ject, agreeing that business is spotty through- 
out the country, and that this unevenness is 
increasing due to the bad weather conditions, 
distress sales of merchandise, continued de- 
cline in stock exchange prices, sagging com- 
modity prices and a somewhat serious un- 
employment situation. 

Sales of the large chain store systems are 
published monthly and are frequently used 
as a barometer of retail trade. It might be 
said that the sales of Woolworth, Kresge 
and two dozen other such organizations in- 
dicate that retail trade this year is running 
12 per cent, on an average, ahead of 1927. 
Such an index, however, is misleading, first, 
because these large chain stores represent 
much more efficient and progressive mer- 
chandising methods than the average small 
retailer, and, second, because without excep- 
tion these companies are constantly expand- 
ing their number of stores. The addition 
of only one store to every eight in opera- 
tion a year ago would give a 12 per cent 
increase in total sales. 


Effect of Declining Commodity 
Prices 


HE recent weakness of commodity prices 
marks a continuation of the trend that 
started over two years ago. As measured 
by the Bureau of Labor’s revised index (on 
the basis of 1926 prices = 100), the aver- 
age declined from 103.6 in January, 1926, 
to 93.7 in May, 1927, then turned and moved 
upward to 96.8 in December, after which it 
turned downward again to 96.3 in January. 
Perhaps the most important change is that 
of crude rubber, which since the first of 
January has declined from forty-one cents 
per pound to twenty-eight cents, owing to 
increased supplies from areas outside the 
British restricted territory and to rumors 
that the Stevenson Act passed in 1922 may 
be repealed as no longer effective. Grains 
and most other foodstuffs are holding around 
the best prices for the year, and in the ma- 
jority of cases are better than in March, 
1927. Metals are ruling below either Jan. 
1, 1928, or March, 1927, and zinc has the 
distinction of being the lowest in five years. 
Among the textiles, silk is at its year’s high, 
but has not yet regained the ground lost 
last year; cotton at nineteen cents per pound 
is not quite at the 1928 high, but is at least 
five cents better than a year ago. 
The latest index by groups is shown be- 
low, together with the preceding month and 
one year ago. 


Wholesale Commodity Prices 
Bureau oF Lasor REvISseD INDEX 
1926 = 100 


Dec. 
1927 
104.4 
100.7 
116.9 
97.2 
82.5 
98.4 
90.4 
97.2 
98.8 
89.0 


96.8 


Group 


Farm products 

Foods 

Hides and leather 

Textile products 

Fuel and lighting 

Metals and products 
Building materials 
Chemicals and drugs 
Housefurnishing goods... 
Miscellaneous 


All commodities 


Unemployment Situation Is 
Serious 


of unemployment coming from 
numerous large cities, particularly New 
York, have attracted widespread attention 
and caused serious concern as to their pos- 
sibly unfavorable effect on business pros- 
perity. Statistics collected by the Depart- 
ment of Labor indicate that number of 
workers on payrolls has declined to the low- 
est point since 1922, although not so low 
as in the depression of 1921. If expressed 
in terms of percentage employed out of total 
population, which increases approximately 
1,500,000 annually, the showing would be 
still worse. Reasons for this surplus of 
labor include the coal strike for higher 
wages by union miners, which is still being 
carried on in some fields, although it has 
now been practically forgotten by the public 
at large, which is securing ample fuel re- 
quirements from the non-union mines. Other 
factors are the flood in New England and 
the quiet condition of industry generally. 
Greater efficiency in industry and increased 
production per man through use of ma- 
chinery is also an influence. Some of the 
Atlantic seaboard oil refineries are laying 
off workers to await an improvement in 
gasoline prices. 

These statistics and reasons, however, by 
no means tell the whole story of hardship, 
and decreased purchasing power, which the 
present unemployment entails. In New York 
the number of men without jobs is the 
largest since 1916, and bread lines fed by 
the Bowery Mission and other social ser- 
vice and charitable organizations are sup- 
porting some 10,000 men. The state of 
New York has opened employment offices 
to assist these men to find work. 

A nation-wide inquiry into industrial un- 
employment conditions has just been launched 
by Secretary of Commerce Hoover at the 
initial meeting of the recently organized 
Economic Survey Committee. In Congress 
a bill is pending to extend the 2 per cent 
immigration quotas to countries of this 
hemisphere, introduced by Representative 
Box of Texas, who estimates the number 
of unemployed in this country as high as 
4,000,000. In connection with this bill, Rep- 
resentative Johnson of Washington, chair- 
man of the House Committee on Immigra- 
tion, suggests the creation of a Federal 
Bureau to assist in a proper distribution 
of surplus labor. The unemployment situa- 
tion in Chicago is nearly as bad as in 
New York. 


Money Rates Stabilized 


PON completion of the program of 

raising rediscount rates of the regional 
Federal Reserve banks without . exception 
from 3% to 4 per cent, which was only 
half finished at the time of .writing last 
month’s review, the banking and business 
interests have now accepted the new rates 
without being disturbed appreciably, and 
rates now appear stabilized on the slightly 
higher level. 

Certainly a Federal Reserve rate of 4 
per cent instead of 3% has not and could 
not act as any serious check on ordinary 
business, and the adjustment of money rates 
generally will bring them into line with the 

(Continued on page 744) 
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101.0 121.0 
94.3 96.7 
97.7 80.8 
98.8 98.1 
97.5 90.8 
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Safe Progress Assured 
by KARDEX CONTROL 
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Cons 
4S &- progress safely the vital records of your bank must be wz! 
controlled. Kardex Visible Record Equipment provides 
and controls the facts necessary for planning and executive de- 
cisions involving the progress of your bank. 
Yet Kardex is but one of a long line of modern business 
machines and equipments speeding the safe progress of Ameri- 
can business and backed by the single responsibility and world- 
wide service of Remington Rand. 
One hundred and ten trained research engineers, fifteen thou- 
sand skilled workers in twenty-eight modern factories, four thou- 
sand sales representatives, are back of every responsibility each 
Remington Rand Man assumes. Remington Rand service is 
available in your city, as near as your telephone. Remington 


Rand Business Service Inc., 374 Broadway, New York City. 


Remington Ran 


BUSINESS SERVICE 


REMINGTON - KARDEX - RAND - SAFE-CABINET 
DALTON: POWERS KALAMAZOO 
BAKER-VAWTER LINE-A-TIME 
LIBRARY BUREAU 


When writing to advertisers please mention the American Bankers Association Journal 
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[omson Baby Lubes 


ut your bookkeepers 
pour Tellers 


Elbow 


NSTANTLY .. accu- 
rately _ silently 
your tellers can verify balances, 
certify checks, secure credit in- 
formation even though the 
bookkeepers are hundreds of 
feet away. 


Original checks can be trans- 
mitted, eliminating any oppor- 
tunity for error. Confidential 
information can be exchanged 
with security and your clients 
are not kept waiting. Lamson 
Pneumatic Baby Tubes will put 
your bookkeepers at your teller’s 
elbow. You can now give your 
customers the modern service 
which they expect. 


All this can be done in fractions 
of seconds. Tellers can serve 
more customers and still be sure 
they have made no mistakes. 


Lamson Engineers can show you 
how this bank necessity can be 
installed in your bank with prac- 
tically no alteration in your pres- 


ent equipment. 

Commercial Savings Bank and Trust Co. 
Toledo, Ohio 

THE LAMSON COMPANY 


SYRACUSE, N. Y. 


4 LAMSON 
BABY: TUBES 


When writing to advertisers please mention the American Bankers Association Journal 
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Naming the Corporate Fiduciary 


By FRANCIS H. SISSON 


Vice-President, Guaranty Trust Company, New York 


The American People Are, As a Whole, Just Beginning to Realize 
the Superior Qualifications of the Corporate Executor and Trus- 
tee Over the Individual. The Number of Times a Trust Company 
Was Named Trustee In 1927 Four and a Half That in 1923. 


HE United States is growing estate- 

minded. This cheering message is 

based on the results of a national 

survey just completed by the Trust 
Company Division of the American Bank- 
ers Association. While the steady and con- 
sistent growth in the resources of the trust 
companies has indicated the increasing part 
that they are playing in the economic life 
of the nation, there has not been adequately 
revealed the vital, if unobtrusive, role that 
they are filling in conserving the estates that 
are left behind. 

This important service is seldom shown 
in the balance sheet, so the public at large 
is hardly conscious of the billions of dollars 
in trust funds that the corporate fiduciaries 
are holding and safeguarding for individ- 
uals. It is not uncommon for a large trust 
company to have more in individual trust 
funds than it has in deposits. The Ameri- 
can people are only partially conscious of 
what great services the modern corporate 
fiduciary performs—and can perform—in 
their behalf. 

In December, the Committee on Publicity 
of the Trust Company Division sent out a 
questionnaire to trust companies and banks 
doing a trust business. In this it requested 
them to report how many times in each of 
the last five years they had been named 
as executor or trustee under wills. This 
included wills that had already been pro- 
bated and wills in which these institutions 
knew that they had been named. Returns 
have come in from more than one thousand 
institutions located in all sections of the 
country. When the responses were com- 
piled, they showed that the number of times 
these trust companies and banks had been 
named as executor or trustee under wills 
in 1927 was four and one-half the total 
for 1923. Indeed, the 1927 total was greater 
than the combined figures for the three years 


of 1923, 1924 and 1925. 
A Good Idea’s Spread 


T is hard for anyone to grasp just what 

these figures mean, what a striking testi- 
monial this is of the growing public recog- 
nition of their superiority in the settlement 
of estates. But once a good idea takes hold 
in the United States—and there can be no 
doubt but that it is taking hold—it spreads 
with rapidity. 

Sometimes trust men have sought in vain 
for a satisfactory answer to the perplex- 
ing question of why a successful American 
will devote a busy lifetime to acquire a for- 
tune and yet fail to spend the part of a 
single day required to take the simple steps 
necessary to conserve his estate. It is said 


that only fifteen out of every hundred 
Americans who leave estates leave wills. 
Why this is true is one of life’s little mys- 
teries. But if we have despaired over this 
national shortcoming, perhaps we can find 
a measure of encouragement in the present 
strong trend toward the corporate executor 
and trustee. 

There is another development of just as 
much significance. Within the last two or 
three years some of the ablest and most 
prominent men in the United States—cap- 
tains of industry, great publicists, foremost 
financiers, and men of outstanding achieve- 
ment—have named corporate fiduciaries to 
settle their estates or to see that their wishes, 
expressed in their wills, are carried out 
through trust funds. 

When their wills were probated, it was 
found that such eminent men as the late 
Judge Elbert H. Gary, the head of America’s 
largest industrial enterprise; Frank A. 
Munsey and Victor Lawson, the two great 
publishers; Washington A. Roebling, the 
builder of Brooklyn Bridge; W. D. Pack- 
ard, the automobile manufacturer; J. Ogden 
Armour, one of the Big Four packers; John 
Washburn, the flour miller; Andrew W. 
Preston, president of the United Fruit Com- 
pany; R. J. Reynolds, the tobacco manu- 
facturer; John F. Dodge, the Detroit auto- 
mobile manufacturer; James Oliver Cur- 
wood, the writer and noted conservationist ; 
Frederick F. Fitzpatrick, the head of the 
American Locomotive Company; Henry 
Huntington, the railroad builder and patron 
of arts; James E. Madden, sportsman and 
breeder of thoroughbred horses, and W. M. 
Wood, the head of the American Woolen 
Company, had included themselves in this 
list. 


The Reason Obvious 


UCH a list might be extended at length 
by adding the names of other men who 
won reputations during their lifetimes for 
conspicuous achievement and for their fine 
sense of money values. Entrusting the set- 
tlement of their estates to these trust or- 
ganizations was, of course, due to recogni- 
tion of the fact that the corporate executor 
is better qualified than any private individual 
to handle such an involved and intricate task. 
For what individual has sound business 
judgment, proved investment ability, thor- 
ough investment information, unquestioned 
financial standing, well-organized clerical 
facilities and a continuing existence, all of 
which are essential requirements in the 
proper management of an estate? 
In the financial world the same trend is 
to be observed; the officers and directors of 
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trust companies and banks are naming their 
own companies to act as executors and 
trustees under their own wills. When such 
an official entrusts the settlement of his 
own estate to the institution with which he 
has been identified, this is certainly a most 
convincing demonstration of faith in the 
service that is offered to the public. So 
when the will of the late John J. Mitchell, 
the executive head of the great Chicago 
Trust Company, was probated, it was found 
that he had named his own institution as 
executor and trustee. Francis L. Hine, 
chairman of the board of one of New York’s 
oldest national banks, designated his own 
bank in his will to administer trust funds. 
These are merely two instances, of many, 
that might be cited to show the faith of 
bankers in the corporate fiduciary. 

It is a natural ambition for any trust 
company or bank doing a trust business to 
seek the handling of the largest estates, and 
if we will inspect the record it will be shown 
that these men and women, who have built 
up fortunes through their financial judg- 
ment, have come to recognize the advan- 
tages that the experienced corporate fiduciary 
has over even the best qualified individual. 

In the questionnaire that the Trust Com- 
pany Division sent out, the trust companies 
and banks were requested to set down the 
number of million-dollar estates in which 
they had been named to act as executor or 
trustee. While a considerable number of 
institutions replied that they did not have 
the information classified in this exact form, 
a compilation of the returns where the 
million-dollar estates were specifically men- 
tioned reveals that this group of trust com- 
panies and banks has been named in the 
last five years in a total of 668 estates valued 
at a million dollars or more. A striking 
contrast is afforded by reflecting that George 
Washington, one of the wealthiest men of 
his time, left an estate worth only $530,000. 

Here again the trend is impressive. In 
1923, the total of million-dollar estates was 
48; in 1924, 69; in 1925, 101; in 1926, 151, 
and in 1927 a total of 298. In other words, 
the number of times that trust companies 
and banks were named as executor or trustee 
in estates of $1,000,000 or more in the last 
year was six times as great as in 1923. 


Trust Service for All 


ENTIONING million-dollar estates 
might lead the public to the erroneous 
conclusion that trust service is available for 
only the very wealthy. Nothing could be 
more unfortunate and nothing could be far- 
ther from the truth. Men of moderate 
(Continued on page 736) 


Parable of the Talents Depicts 
the. Trusteeship 


By JAMES G. SMITH 


Assistant Professor of Economics, Princeton University 


Difference Between Real Income and Dollar Income. 


Estates 


Cannot Be Conserved by Merely Conserving Dollars, if Latter 


are Declining in Purchasing Power. 


Investment Trusts Com- 


petitors of the Corporate Fiduciary for Personal Trust Service. 


MAN’S real income consists of the 
amount of desirable things that 
his money income will buy—the 
necessities, comforts and luxuries 

that his monthly or yearly check will supply. 
If the prices of necessities, comforts and 
luxuries are high, it will require a larger 
dollar incgme than if those prices are low. 
If the prices of things remained stable from 
year to year, the real income would increase 
or decrease in proportion to the dollar in- 
come. But it is a well-known fact that the 
prices of things on the average fluctuate 
in great cycles of varying length. From 
1866 to 1896 there was a world-wide decline 
in prices, from 1896 to 1920 there was a 
cycle of rising prices, from 1920 to 1921 
prices fell rapidly, and since that time they 
have been fluctuating within narrower limits. 
No one knows whether the next cycle will 
be a period of rising prices or a period of 
falling prices. The factors which cause a 
rise or fall in the price level are so nu- 
merous and so complex that no one has ever 
successfully predicted the course of the 
price level for the future. But it may be 
said with a fair degree of assurance that 
it will not be stable. 


Need Not Be Concerned 
COMMERCIAL bank or savings bank 


is not concerned with real income. All 
the liabilities of a bank are in dollars—they 
are contractual obligations expressed in dol- 
lars, and so a commercial bank or savings 
bank needs to have its assets likewise in 
such a form. Thus the assets of a bank 
consist of contracts expressed in dollars. 
It is of primary importance for the bank 
to maintain a liquid position in terms of 
dollars because its liabilities are in dollars. 
Similarly in the case of life insurance com- 
panies—the life insurance policies are in 
the form of contracts to pay in dollars, not 
in real income; and so the life insurance 
company must maintain a liquid position in 
terms of dollars irrespective of the amount 
of necessities, comforts and luxuries that 
those dollars will buy. 

Dollar income is conserved by investing 
in bonds or contractual obligations, and so 
such financial institutions should and do 
invest for the most part in bonds. 

But the relation existing between the 
trustee and beneficiary, or the trustee and 
grantor, is not a contractual one—one of 
the great features of the personal trust 


Two Competitors 


F the corporate fiduciary 

does not devise some 
plan to meet this need for 
purchasing power or real 
income accountability on the 
part of trustees in prefer- 
ence to dollar accountability, 
the investment trust will be- 
come a menacing competi- 
tor to the corporate fiduci- 
ary. So long as trustees 
merely are accountable for 
dollars’ worth of estate and 
not for real income, the life 
insurance business ts an ac- 
tive and real competitor in 
the field of personal trust 
services. 


account is its flexibility. In the perform- 
ance of this service of trusteeship, is the 
trust company concerned only with the dol- 
lar income or must it also safeguard the 
real income of the beneficiaries? Properly 
interpreted, this trusteeship which the trust 
companies and banks are undertaking is 
something more than the mere conservation 
of dollars—it is the conservation of real 
income, the human livelihood which those 
dollars will buy. Real income is conserved 
by investing in a properly diversified list 
of stocks, and not by investing in bonds. 
Trustees, therefore, should invest trust funds 
in a diversified list of stocks. 

But it will be objected that common stocks 
are too speculative for a trustee to invest 
trust funds; and, secondly, it will be ob- 
jected that trustees cannot so invest because 
the law requires them to invest in bonds 
for the most part. The answer to the first 
objection is that common stocks are specu- 
lative only when viewed in terms of dol- 
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lars—that is, a diversified list of como 
stocks. When viewed in terms of real in- 
come, stocks are less speculative than bonds. 
Bonds are stable only when viewed in terms 
of dollars—when viewed in terms of real 
income, bonds are more speculative than a 
diversified list of common stocks. 

Stocks are unstable and fluctuate in dol- 
lar value because they tend to rise with 
rising prices, and to fall in value with fall- 
ing prices. The dollar income on a diversi- 
fied list of stocks will be unstable in dollars 
and increase with rising prices and decrease 
with falling prices—thus the series of ex- 
pected incomes from year to year from a 
diversified list of stock is represented by 
a variable. In other words, the instability 
of the value of a dollar is reflected into the 
market price of stocks, and is likewise re- 
flected into the dividends or dollar income 
received on the stocks. The factors which 
cause a rise in stocks may be summarized 
as follows: (1) Increase in expected in- 
come due to rise in general price level; 
(2) increase in expected income due to suc- 
cess or growth of business; (3) decrease in 
the interest rate (or capitalization rate). 
Similarly, the factors causing a fall in pres- 
ent worth of stocks may be summarized: 
(1) Decrease in expected income due to fall 
in general price level; (2) decrease in ex- 
pected income due to failure or decline in 
business; (3) increase in the interest rate 
(or capitalization rate). 

On the other hand, bonds are relatively 
stable in dollar value because they are con- 
tractual obligations to pay a fixed sum of 
dollars at each interest date and a final fixed 
sum of dollars at maturity of the promise 


to pay. 


The Variable Factor 


HE only variable factor which deter- 
mines the market value of a bond is 
the capitalization rate. Consequently the 
one factor causing a rise in dollar present- 
worth of a bond is a decrease in the capi- 
talization rate or interest rate; and the only 
factor causing a fall in the dollar present- 
worth of a bond is an increase in the capital- 
ization rate or interest rate. It is, of course, 
being assumed that the bonds are not specu- 
lative as to business conditions—which is 
the most favorable possible assumption to 
make in favor of bonds. 
Now, if it were true that the price level 
(Continued on page 720) 
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The 
BUILDING WORLD 
TURNS ‘TO 
NATURAL STONE 


for Reasons Quite Apart 
from the Artistic 


WES 


HERE is a new architecture 

in America. An architecture 
in which natural stone predomi- 
nates. 

Prize-winning buildings have 
taught alesson. Buildings of fine 
design and good construction are 
almost without exception the best 
money-makers. A majority of 
these architectural triumphs of 
recent years have had walls of 
Indiana Limestone. 


3 PROFIT-FACTORS 


that explain the swing to Indiana 
Limestone, as given by lead- 
ing building authorities 


(1) The artistic appeal of Indiana Lime- 

stone attracts the very best tenants, 
thus assuring high yield from well- 
filled buildings. 
The exterior upkeep of buildings faced 
with Indiana Limestone is low. No 
costly exterior repairs or cleaning. 
The appearance of Indiana Limestone 
grows more beautiful with age. 


Indiana Limestone construction, hav- 
ing the greatest durability, is con- 
sidered a preferred investment risk. 


Indiana Limestone is a dense, 
fine-grained, light-colored natural 
stone ; easily worked, yet practically 
everlasting. 


General Offices: Bedford, Indiana 


When writing to advertisers 


Federal Land Bank, Louisville, 

Ky. D. X. Murphy & Bros., 

Architects. Built of Indiana 
Limestone. 

The extent and central 
location of the Indiana 
Limestone Company quar- 
ries make possible prices 
that compare favorably 
with those of any other 
natural stone and even 
with those of substitutes. 


Prospective builders are 
assured a service on Indiana Lime- 
stone second to none. The Indiana 
Limestone Company is a consoli- 


Boston Five Cents Savings Bank Bldg., 
Bosion. Parker, Thomas & Rice, Ar- 
chitects. Built of Indiana Limestone. 


dation of 24 companies. With as- 
sets of over $46,000,000.00, it has 
facilities for handling any number 


of large contract operations, 


Today not only great buildings, 
but stores, apartments, banks, 
clubs, fine residences, schools and 
other structures are being built of 
Indiana Limestone. Thus, today 
in America a new architecture of 

vastly greater beauty, durability 
and economy. 


Write for booklet 


Whatever your connection with 
building, whether direct or indirect, 
learn all about this finest of build- 
ing materials—Indiana Limestone. 
An illustrated brochure will be 
mailed free on request. When you 
write, tell us what type of building 
you are interested in. Address Box 
776, Service Bureau, Indiana Lime- 
stone Company, Bedford, Indiana. 
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AMERI 
CAN 
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| 
contre! 
December 3,1927 
wre George Westod, 
vice president and qreasuret 
american Express company 
New YorK, n. 
Dear Weston: 
you gor your commendation of 
our continulns use of american Express 
qravelers' Cheques- 
em giad to have our Exchange 
Department do everythin they +40 etimulate 
ow pusines® with yous nave never forgotten the 
courtesies ghown and wonderful work done py the 
pmericat Express company at the peginning of the 
wer in aiding americans stranded abroad. You aeserves 
for the services you rendered at that time, the patronage 
of alt american citizens and the} complete confidence 
in your jesuee througnow this holg generat 
very 
fie Ae Wneele 
presidente 


Benefits of Installment Selling 


By C. C. HANCH 


General Manager, National Association of Finance Companies 


Cost Reduction Through the Mass Production Which Results 
from Sales on Payment Plan and Development of a Class of Pur- 
chasers that Would Not, Or Could Not, Buy for Cash Among the 
Nation of Spendthrifts Disproved by Savings. 


Chief Effects. 


NDOUBTEDLY, a. substantial 

proportion of installment sales of 

today represents nothing more 

nor less than the substitution of 
a modern specific contract for an old-fash- 
ioned, indefinite charge account. So far as 
this is the case, who can doubt that it is 
a change in the right direction. 

Among the articles first sold in this coun- 
try on the installment plan were furniture, 
pianos and sewing machines. The Singer 
Sewing Machine Company, soon after its 
organization in 1856, adopted the install- 
ment plan as a regular method of market- 
ing its product. Expensive sets of books 
have been sold on the installment plan for 
at least fifty years. At the present time 
motor vehicles constitute the largest single 
item sold on the installment plan. Aside 
from motor vehicles, installment selling is 
largely confined to the following items: 
household furniture, pianos, phonographs, 
radio sets, washing machines, vacuum clean- 
ers, sewing machines, gas stoves, mechanical 
refrigerators, jewelry, clothing, property 
improvements, tractors and farm equipment, 
and other goods, such as books, typewriters, 
adding machines and cash registers. 

It has been alleged that installment sell- 
ing is the result of fierce competition, which 
first exhausts the natural market and then 
seeks to extend sales into an unnatural mar- 
ket made up of people who ought not to buy, 
because they cannot afford, the thing which 
is offered for sale. This is an erroneous 
view. The truth is that the great incentive 
to installment selling is the necessity of 
finding some means by which to open up 
the natural and proper market, which con- 
sists largely of people who need the article 
but cannot spare enough ready money to buy 
for cash. The reason why the Singer Sew- 
ing Machine Company adopted the install- 
ment plan seventy years ago was that this 
was the only means whereby sewing ma- 
chines could be placed in most American 
homes; that is to say, it was the only means 
whereby the burdens of millions of Ameri- 
can housewives could be lightened. Similar- 
ly, the chief reason why most of the other 
articles generally sold on installments are 
being offered on that plan is because many 
of those who ought to have them cannot 
conveniently buy them for spot cash. 

In short, the installment plan is the natu- 
ral recourse of those who wish to sell and 
those who wish to buy desirable articles of 
reasonable durability, having a unit value 
so high that cash payment cannot easily 
be made. 

Modern 
ods of mass 


inventions and scientific meth- 
productions have contrib- 


uted several articles in this category which 
have resulted in an increase of installment 
selling since 1915, but this expansion, large- 
ly brought about by the automobile, has 
for the present apparently ceased. Further 
rapid expansion in installment selling is not 
probable unless, and until, invention is made 
of some great labor or time-saving device 
of high unit value and general public utility 
such as the motor vehicle. 

In support of this statement, estimates of 
the increase of installment outstandings from 
sales of the previously mentioned items for 
two years from the beginning of 1924 shows 
a total increase of 8 per cent. With the 
exception of furniture, the material increases 
were confined to minor items. It is sig- 
nificant that during the period of this in- 
crease of installment outstandings, savings 
bank deposits increased 17 per cent. There 
was no material increase in installment sales 
during the year 1926, and there was no in- 
crease in total installment outstandings dur- 
ing 1927. In fact, there was a decrease last 
year. In 1925 the percentage of automobile 
sales made on the installment plan was 75.5 
of the total. In 1927 it was 60.8. 

Installment selling has not grown sud- 
denly; its development has been gradual. 
Discussion of installment selling, however, 
has increased by leaps and bounds. While 
installment selling in general is quite old, 
scientific installment selling began with the 
advent of the finance company. Prior to 
that time there was no definite outlet for 
installment paper. In some cases the mer- 
chant who made the sale carried the paper 
until it matured; in other cases the mer- 
chant hypothecated the paper with his local 
banker as security for loans, and in some 
instances the paper was rediscounted out- 
right, either to regular commercial banks 
or concerns: engaged in advancing money on 
accounts receivable or other evidences of 
debt. In some cases the merchant assigned 
his installment paper to the manufacturer in 
payment of other goods, and a considerable 
volume of installment paper was carried di- 
rectly by manufacturers, having originated 
with their retail selling branches. Those 
who handled the paper, particularly auto- 
mobile paper, had satisfactory experience 
with it, and made reasonable profits even 
on the limited amount of paper then han- 
dled. The business began to attract men 
with credit or capital, and about fourteen 
years ago the first so-called automobile 
finance companies came into existence. 
While the financing of automobile paper 
began actively as long as fourteen years 
ago, it did not become an important factor 
in the production of automobiles until ap- 
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proximately ten years ago. Since that time 
the growth of existing finance companies 
has been rapid, and a large number of new 
companies have been organized. 


850 In Auto Financing 


HE zenith of finance company organiza- 

tion was reached about the beginning of 
1925. In December, 1924, it was reported 
that 1400 finance companies were engaged in 
automobile financing alone. It is probable 
that in a good many cases automobile 
financing was only a side line for other 
business. Between the beginning of 1925 
and the present time a considerable number 
of automobile finance companies have re- 
tired from the field. At the present time 
there are approximately 850 established and 
known finance companies actively engaged 
in automobile financing. There is no census 
available showing the total number of 
finance companies. It has been estimated 
that the number is from 1000 to 1500, in- 
cluding those primarily engaged in auto- 
mobile financing and those engaged in 
financing installment sales of other lines 
of merchandise. 

As indicative of the volume of business 
done by such companies, a survey has been 
made to show the net worth and annual 
purchases of installment paper. This survey 
discloses that 573 representative finance com- 
panies, including all of the largest companies, 
had a net worth at the end of 1926 of 
$369,616,000. Their total purchases of in- 
stallment paper, exclusive of real estate and 
land contracts, for the year 1926 amounted 
to $3,322,234,000. It is estimated that the 
573 companies do approximately 85 per cent 
of the finance company business, and that 
about one-fourth of the financing of mer- 
chandise installment sales is done without 
the assistance of finance companies. Finance 
companies which have retired from the field 
have, in the main, liquidated voluntarily. 
Some have sold out or been consolidated 
with other finance companies. Such few 
finance company failures as have occurred 
did not result in any loss to creditors. 

The finance company points the way to 
a significant change in conventional methods 
of doing business. It has been the prac- 
tice of manufacturers to give credit to their 
customers anywhere from thirty days to 
four months. Often this time is extended. 
It always has been the custom of the middle 
man to extend credit to the ‘retailer, and 
the latter has sold a part of his goods on 
open account and carried the credits. Un- 
der the conventional method of doing busi- 

(Continued on page 738) 


Trustee’s Need of Wider Power 


By RAYMOND H. TROTT 


Vice-President, Rhode Island Hospital Trust Company, Providence, R. 1. 


Absolute Authority and Discretion in the Matter of Investment 
Should be Given to the Administrator in the Instrument Creating 
the Trust. In Some Cases of Business or Realty Holdings, How- 
ever, the Trustee Should Ask for Certain Limitations on Himself. 


EFINING as they do the very 

essence of trusteeship, the rules 

governing the investment of trust 

funds are of primary importance. 
There is no general rule governing trust 
investments in this country unless perhaps 
one might mention that broad general prin- 
ciple that the trustee must at all times act 
with the highest degree of good faith and 
the judgment and discretion of the reason- 
ably prudent business man. It is quite possi- 
ble that the trust company soliciting business 
as it does may be held to a degree of skill 
in the handling of its trusts not expected 
of the individual and not heretofore held 
to be pertinent by courts in determining 
liability. 

The two great sources to which the trustee 
must look are the laws of the state having 
jurisdiction over the trust and the terms 
of the instrument under which the trustee 
is acting. And in no sense are these sources 
to be regarded as mutually exclusive, but 
must be held to be mutually dependent. 
There is, of course, a third source to which 
the trustee may turn for guidance, and that 
is the court having jurisdiction. Possibly 
it may be said that trustees should be more 
ready to turn to the court than sometimes 
seems to be the case. Judicial sanction will 
protect the trustee and judicial process safe- 
guard the corpus of the trust. 

The laws of the several states relating 
to the investment of trust funds are by no 
means uniform, and vary widely both in 
terms and in scope. The trustee adminis- 
tering a trust, the situs of which is a state 
other than his own, ought always to exam- 
ine the laws of the state having jurisdic- 
tion over the trust. Thus trust companies 
administering trusts in several jurisdictions 
find themselves acting under different laws, 
necessitating in some instances different 
types of investment. 


English Law Our Model 


T will be interesting to look for a mo- 

ment at the laws of England because 
the rules as defined by the English courts 
form the basis for the laws of our vari- 
ous states. In one of the leading English 
cases it was said that a trustee ought to 
conduct the business of the trust in the 
same manner that an ordinarily prudent man 
of business would conduct his own. The 
English courts, however, greatly restricted 
the application of this rule. This rule is 
being generally followed in this country, 
but in its application the statutes of many 
states restrict the trustee. In 1889 an act 
was passed in England setting forth the 


securities in which trust funds might be in- 
vested. This act, with the necessary changes 
to meet changing conditions, is in force to- 
day. The success of trust administration 
in England under this act serves as an 
argument for those who advocate a uniform 
act governing the administration of trusts 
in our different states. 

In this country we have the state of 
Massachusetts on the one hand, where what 
might be defined as “the rule of the reason- 
ably prudent man” prevails, and on _ the 
other hand, let us say, New York, where 
the trustees may invest only in a very re- 
stricted list of bonds and mortgages. The 
latitude allowed the trustee in Massachu- 
setts, however, is not the general rule, and 
most states hold the trustee to a limited list 
of investments. Many states define invest- 
ments legal for trust funds, and those legal 
for savings banks as being in many respects 
the same. There is, however, a growing 
demand to broaden the list of legals, and 
many legislatures are doing so. 

In considering the duties and limitations 
of the trustee in the investment of trust 
funds, it is to the instrument creating the 
trust that we generally turn. Generally 
speaking, it may be said that the maker of 
a will or the creator of a trust may give 
as littlhe or as much power over invest- 
ments to the trustee as he wishes. One may 
give the trustee absolute discretion, and one 
may limit specifically, or, in the absence of 
specially granted powers, hold the trustee 
to the laws of the state having jurisdiction. 
Powers and limitations are frequently diff- 
cult to define, and an attempted grant of 
power sometimes hopelessly inadequate. It 
is then that the trustee turns or should turn 
to the court of equity. 


The Trustee’s Viewpoint 


of the several possibilities 

relating to the scope of the trustee’s 
power concerning investments, it is quite 
pertinent to examine the subject from the 
point of view of the trustee. Should the 
trustee seek to have the instrument drawn 
in such a way that he will be limited either 
to expressly designated securities or those 
permitted under the state laws, or should 
he suggest that the trustee be given full 
power and absolute discretion over trust 
investments? The prevailing practice of dis- 
cussing the form of the deed or will with 
the prospective trustee before consulting the 
attorney makes the answer to this question 
of considerable importance. 

If we are to consider only the position 
of the trustee and the ease or difficulty of 
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N the light 


his task in administering the trust, we might 
seek to have the investment powers limited 
and well defined, preferably by the desig- 
nation of certain types of securities in which 
the trustee must invest. If, however, we are 
to consider, as we ought, the life tenant 
and remainderman, and administer the trust 
advantageously for them, it would be m 
thought to advocate that the trustee use his 
influence to have absolute power and dis- 
cretion in the matter of investments given 
to him in the instrument creating the trust 

However, this general statement must be 
qualified at once. In many instances prop- 
erty is placed in trust which, because of 
peculiar circumstances surrounding it, should 
be administered by the trustees under lim- 
ited powers. Some of these powers should 
be insisted upon by the trustee both for his 
own protection and for the advantageous 
administration of the trust. In this connec- 
tion might be mentioned a large minority 
or controlling interest in a business or a 
large holding of real estate where there is 
no well-defined market value. Here a power 
of sale only with the approval of those in- 
terested in the trust, life tenants or remain- 
dermen, is desirable. There are many in- 
stances when stock of a business is placed 
in trust where there is some one connected 
with the business or possibly a member of 
the testator’s family who has a_ peculiar 
knowledge of that business. In such cir- 
cumstances it would be desirable for the 
trustee to insist that his power of sale be 
only with the approval of such a party 
If the trustee has a general power of sale 
in such cases, and cannot obtain the approval 
of those interested in the trust, he should 
act only with the approval of a court. 

With these qualifications the successful 
administration of a trust demands that the 
trustee be given wide discretion in the mat- 
ter of sale and investment. Rapidly chang- 
ing conditions in our economic life seem 
to me to necessitate an elasticity in the 
administraton of a trust that can only be 
brought about by cloaking the trustee with 
full powers. In advocating that the trustees 
be given these powers, we should stress the 
thought that as trustee our primary dut) 
is to conserve principal and to seek to ob 
tain only such income as is compatible with 
the preservation of principal. 


A Difficult Course 


WE shall be told that it is a trustee’s 
duty not only to conserve but to obtain 
a reasonable appreciation of principal. Hav 
ing full powers of investment, we shall be 
(Continued on page 727) 
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The Succeeding Trustees 


By RIPLEY L. DANA 


Pillsbury, Dana and Young, Boston 


Things to Watch for When a Trust Is Taken Over. What Should a 
Trustee Do on a Falling Real Estate Market? Record of Negative 
Decisions Important. Right of a Bank Under Wills After Mergers 
Have Taken Place. Decisions Made in Various State Courts Cited. 


VEN under the keenly competitive 
conditions of today, when it is ob- 
vious that if one corporate fiduciary 
refuses to undertake a new piece of 

business, there will be a dozen others ready 
and anxious to do it, it is worth while in 
the long run for every corporate fiduciary 
to keep in mind the fundamental principles 
which underly a trust relationship, and oc- 
casionally, at least, to give itself the satis- 
faction of declining new business. 

The relationship between trustee and bene- 
. ficiary is not the ordinary business relation- 
' ship. Trustee and beneficiary do not deal 
with each other at arm’s length. Not only 
is a beneficiary entitled to the trustee’s 
whole-hearted devotion to the beneficiary’s 
interests—unhampered by thoughts of per- 
sonal gain other than reasonable compensa- 
tion for services rendered—but the bene- 
ficiary is entitled also to feel that the trustee 
is devoting itself to the beneficiary’s inter- 
est in this way. Confidence in the trustee 
on the part of the beneficiary is a sine 
qua non of a successful fiduciary relation- 
ship between them. Without such confi- 
dence no corporate fiduciary should under- 
take new business. 


Consult the Beneficiaries 


HEN a corporate fiduciary has an op- 
portunity to become a successor trustee 
it should consult with the principal bene- 
fciaries and with the co-trustees, if there 
are to be any co-trustees, before accepting 
the appointment, and unless it is plain that 
both beneficiaries and co-trustees will be 
reasonably well satisfied with the appoint- 
ment, the work should not be undertaken. 
A careful study of the will or deed creating 
the trust should also be a condition prece- 
dent to a corporate fiduciary’s acceptance of 
such an appointment. It should not assume 
new duties blindfolded. The instrument cre- 
ating the trust is the trustee’s bible, and 
its provisions must be followed. Until a 
corporate fiduciary is ready to adopt that 
instrument as its law and gospel, it should 
not accept appointment as successor trustee. 
After it has satisfied itself that the atmos- 
phere in which it will live if it accepts the 
appointment will be free from suspicions, 
doubts and jealousies on the parts of the 
beneficiaries and the co-trustees, and that the 
provisions of the instrument creating the 
trust are such that a self-respecting cor- 
porate fiduciary can follow them, it should 
then consider what unusual responsibilities, 
if any, will be assumed by accepting the 
appointment. 
A recent decision of the Supreme Court 
of Massachusetts in the case of State Street 


Pitfalls 


THe accompanying arti- 

cle, presented at the re- 
cent Conference of the 
Trust Companies of the 
United States is of dis- 
tinct value to every institu- 
tion engaged in fiduciary 
practice. 

It deals with some of the 
less obvious dangers that 
may be encountered in these 
changing times in the rou- 
tine of business. 

Especially interesting in 
these days of mergers and 
consolidation is the discus- 
sion of rights under wills 
when banks have been 


Trust Company v. De Kalb points out some 
of the unusual responsibilities involved in 
such a situation. In this case a man left 
a will giving his residuary estate to indi- 
vidual trustees with directions to invest in 
real estate mortgages. The individual trust- 
ees invested part of the estate in real es- 
tate mortgages on property which at the 
time was a first-class residential district of 
Boston. About the time the mortgage ma- 
tured, the neighborhood began to change into 
a tenement house district, but the individual 
trustees, who were receiving interest regu- 
larly, made no effort to collect the princi- 
pal. After a few years the trust company 
was appointed a successor trustee and took 
over the active management of the trust. 
Interest was still being paid regularly, and 
not until default in such payments occurred 
ten years after its appointment did the trust 
company make any effort to collect the prin- 
cipal. It then foreclosed the mortgage, 
bought in the property and ultimately took 
a substantial loss, for which the court said 
the trust company was liable; first, because 
it had failed to compel its predecessor 
trustee to reimburse the trust estate for 
the loss which resulted from their negli- 
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gence in sitting by and doing nothing while 
the mortgaged property depreciated in value, 
and, second, because it had carried the mort- 
gage through several of its own accounts 
at the value shown on the books of its 
predecessors when that value was in excess 
of the market value at the time of its ap- 


_ pointment. 


Should Investigate 


HE case emphasizes the rule that a suc- 

cessor trustee should investigate the do- 
ings of its predecessor, and that if it dis- 
covers improprieties involving liability on 
the part of the predecessor, it should make 
reasonable effort by suit or otherwise to 
enforce that liability. But even with the 
warning of this case in mind, it is not easy 
to establish a satisfactory practice which 
will avoid the danger. If an individual 
trustee tells a corporate fiduciary that he 
is about to resign and asks the corporate 
fiduciary to become his successor, and the 
corporate fiduciary says it will be glad to 
undertake the work, but adds that after its 
accountants have overhauled the books of 
the retiring trustee, the corporate fiduciary 
as successor trustee will very likely have to 
sue the retiring trustee, the retiring trustee 
will probably change his mind, withdraw 
his invitation and go across the street to 
another corporate fiduciary whose trust offi- 
cer has more tact. But even the tactful 
trust officer must watch his step. He can- 
not afford to take on the job and merely 
assume the old trustee’s accounts are cor- 
rect. He must in some way protect his in- 
stitution again the liability imposed upon the 
trust company in the De Kalb case, and he 
must do it in such a way that the retiring 
trustee will not take offense. 

In those states where a trustee can finally 
settle his accounts by filing them in court, 
and after citing in all interested parties get 
a decree entered adjudicating for all time 
the propriety of the trustee’s acts as shown 
in his accounts, no doubt the situation can 
best be handled by a trust officer’s saying 
to the retiring trustee that the corporate 
fiduciary which is to become the successor 
trustee will be ready to assume the respon- 
sibilities of office as soon as the retiring 
trustee has finally settled his accounts in court. 
Statutes permitting the final settlement of ac- 
counts of testamentary trustees are common, 
but statutes permitting the final settlement 
of accounts of trustees under inter vivos 
deeds are not so common. Of course, a 
disgruntled beneficiary can readily enough 
proceed against a trustee under an inter 
vivos deed in a court of equity and compel 
an accounting, but where there is no con- 
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troversy between the trustee and the bene- 
ficiaries, it is not easy for such a trustee 
to interest a court in the settlement of 
accounts. In Massachusetts there are a few 
isolated instances where inter vivos trustees 
have succeeded in invoking the aid of a 
court of equity in settling their accounts, 
but in most such instances there were spe- 
cial facts which justified the court’s going 
into the matter. There are no statutes in 
Massachusetts which deal specifically with 
the settlement of accounts of iter vivos 
trustees, and there are no such statutes in 
a good many other states. The reasons for 
it, no doubt, are that until recently inter 
vives trusts have not been very common in 
this country, and that courts naturally 
enough have had no incentive to assume the 
burden of passing upon trustee’s accounts 
where no controversy existed. Judges are 
human and are no more anxious than the 
next man to potter unnecessarily over endless 
columns of figures. Legislation is what is 
needed. There should be some way by which 
an inter vivos trustee—as well as a testamen- 
tary trustee—can periodically square itself 
with the beneficiaries and the world at 
large. 


The Best It Can Do 


UT under present conditions in states 

where a judicial settlement of accounts 
cannot readily be obtained by an inter vivos 
trustee, what can a corporate fiduciary, 
which wants to accept an invitation to be- 
come a successor trustee under an inter vivos 
trust, do to protect itself against its failure 
to investigate its predecessor’s doings for the 
last twenty years and to enforce all liabili- 
ties found to exist against such predecessor ? 
Probably the best it can do is to insist 
that the retiring trustee submit his ac- 
counts to his beneficiaries and obtain their 
assent to them and their release from all 
claims arising under them. If minors are 
involved, and such minors have no duly 
appointed guardians, and there is no way of 
obtaining the appointment of a guardian 
ad litem to protect their interests, the suc- 
cessor trustee must either make a thorough 
investigation of the doings of its predeces- 
sor and sue him, if need be, or accept the 
appointment without investigation and run 
for luck. There have been a good many 
lucky escapes in the past, and there probably 
will be in the future. 

Another point brought out in the De Kalb 
case is worth considering. The court says 
a successor trustee ought not to pick up 
the values of the trust properties as they 
appear on the books of the retiring trustee 
and carry them forward in its own ac- 
counts. These values may be entirely out 
of line with market values. If they are 
higher than the market values at the time 
of the successor trustee’s appointment, and 
the successor trustee opens its books with 
these higher values, it is in effect charging 
itself with them, and unless market values 
recover it may well have difficulty later in 
persuading a court to allow it for losses 
resulting from depreciation in market values 
prior to its own appointment. If the prede- 
cessor trustee’s book values are lower than 
the market values at the time of the suc- 
cessor trustee’s appointment, the temptation 
to the successor trustee to accept those 
values and to open its books with them may 
be great. But it is a strange rule as well 


as a poor one that does not work both 
ways. No successor trustee can hope that 
any court will permit it to accept its prede- 
cessor’s book values when they are lower 
than current market values, and to discard 
them when they are higher. It cannot ac- 
count upon the theory of heads-I-win and 
tails-you-lose. A successor trustee should 
invariably see to it that a new appraisal 
of the trust property is made upon the basis 
of current market values, and that its books 
are opened with these values. 


When the Market is Falling 


NE intimation in the De Kalb case at 

first blush is a little startling to Massa- 
chusetts trustees and lawyers. The court 
severely criticises the trust company for not 
foreclosing the mortgage during the period 
when the value of the mortgaged premises 
was declining. If this carries with it the im- 
plication that trustees are always to be held 
liable for losses resulting from not selling 
trust property on a falling market, it is a 
new rule of law and one that requires a re- 
vamping of preconceived notions. For a 
hundred years it has been the established 
law of Massachusetts that all that is re- 
quired of a trustee in investing trust funds 
is to conduct himself faithfully and to ex- 
ercise a sound discretion. He is to observe 
how men of prudence, intelligence and dis- 
cretion manage their own affairs when in- 
tent upon investing—not speculating with— 
their own funds, and he is to do likewise. 
In determining whether or not to sell on a 
falling market he is to investigate honestly, 
to seek information from _ trustworthy 
sources and to make his decision according 
to his best judgment. Having done these 
things, if his decision is wrong and his trust 
estate suffers a loss he is not personally 
liable. 

But in the De Kalb case the court stressed 
the trustee’s failure to sell on a falling mar- 
ket and based its liability in part at least 
upon this fact. The truth is that the trus- 
tee in that case did not offer at the trial 
any evidence as to why it decided to hold 
the mortgage indefinitely on a falling mar- 
ket after it had received a report of a real 
estate expert to the effect that the property 
ought not to carry so large a mortgage. The 
evidence in the case pointed more toward a 
failure on the part of the trustee to exercise 
any judgment at all than toward an exercise 
of sound judgment based on the best infor- 
mation at hand. Furthermore, it was real 
estate—not stocks and bonds—which was 
the subject of the decision. While the gen- 
eral rule that a trustee is not an insurer 
of values and need exercise only honest 
judgment, prudence and discretion in the 
management of the trust estate applies as 
well to trusts comprised of real estate mort- 
gages as to trusts comprised of stocks and 
bonds, it is a fact that real estate values do 
not fluctuate as rapidly as stock and bond 
values. Usually when tenement houses ap- 
pear in a first-class residential district real 
estate values in the neighborhood go down 
and stay down more or less permanently. 
But when railroad and industrial stocks and 
bonds go off a few points they are as likely 
to recover in a short time as they are to go 
lower. A falling real estate market is much 
greater evidence of permanent depreciation 
in values than a falling securities market. 
It is clear that the decision in the De Kalb 


case was not intended to vary the long- 
established rule of law regarding the sale 
of trust property on a falling market. 


Not Liable—Provided 


UT those familiar with New York de- 

cisions will call attention to the Villard 
case in which the Farmers’ Loan and Trust 
Company was held liable for losses result- 
ing from its failure to sell stocks on a fall- 
ing market. By his will Henry Villard dj- 
rected his executors to pay over to the trust 
company, in trust, a sum sufficient to pro- 
vide for certain annuities. He authorized 
the trust company to retain in the trust 
estate any securities which belonged to him 
at the time of his death, even though they 
were not of the character which under the 
New York law were proper for trust in- 
vestments. The executors found a substan- 
tial amount of cash in the estate, invested 
part of it in Baltimore & Ohio preferred 
stock and in Metropolitan Street Railway 
common stock, and tendered these stocks to 
the trust company in satisfaction of the trust 
legacy to it. The trust company bought them 
at their market values and held them for 
a number of years. During this period the 
Baltimore & Ohio stock depreciated sub- 
stantially in value, and the Metropolitan 
Street Railway stock became worthless. At 
the time the trust company accepted these 
stocks from the executors it had no knowl- 
edge that they had not been owned by Mr. 
Villard at the time of his death. The court 
nevertheless held the trust company liable 
for all the loss which resulted from the de- 
preciation in the values of the stocks. But 
the New York law with respect to what are 
legal investments for trustees is much nar- 
rower than the Massachusetts law upon that 
subject. In the absence of authority in the 
instrument creating the trust a New York 
trustee cannot invest in railroad and indus- 
trial stocks. A Massachusetts trustee can 
The Villard decision went, on the grounds 
that it was improper under the New York 
law for the trustee to hold any stocks in the 
trust estate unless authorized by the will to 
do so, that the Villard will authorized the 
trustee to hold only such stocks as the tes- 
tator owned at the time of his death, and 
that the testator did not then own either 
the Baltimore & Ohio stock or the Metro- 
politan Street Railway stock. In the light 
of these facts the decision was a sensible 
one. It is interesting to note that although 
the New York law and the Massachusetts 
law are very different with respect to the 
classes of investments which are legal for 
trustees to make, they are the same with 
respect to the duties of trustees in connec- 
tion with holding or selling securities on a 
falling market. In neither state is a trustee. 
which has properly invested in securities. 
liable for losses resulting from its failure 
to sell them on a falling market, provided 
that in reaching its decision not to sell it 
has made a careful investigation of the facts 
and honestly exercised its best judgment. 


Records of Negative 
Decisions 


N addition to making a careful investi- 
gation and exercising its best judgment, 
if a corporate fiduciary would escape lia- 
bility for losses resulting from its failure 
(Continucd on page 728) 
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Bad Checks, Without Evil Intent, 


a Criminal Offense 


By THOMAS B. PATON, JR. 


North Carolina and Kansas Go Further than Other States in 


Stopping Public Nuisance. 


Crime Consists in Doing a Forbid- 


den Act Without Regard to the Intention, Motive or Moral 


Turpitude of the Doer. 


T has been held that the uttering of a 
worthless check, knowingly, is both a 
private and public wrong, like the pass- 
ing of a counterfeit coin. Under a recent 

criminal statute passed in North Carolina, 
designed to prevent the giving of worth- 
less checks, any person, firm or corporation 
can be indicted and convicted if found guilty 
of violating the statute, which reads in part 
as follows: 

“Section 1. It shall be unlawful for any person, 
firm or corporation to draw, make, utter or issue 
and deliver to another any check or draft on any 
bank or depository, for the payment of money or 
its equivalent, knowing at the time of the making, 
drawing, uttering, issuing and delivering such check 
or draft, as aforesaid, that the maker or drawer 
thereof has not sufficient funds on deposit in or 
credit with such bank or depository with which to 
pay the same upon presentation. 

‘Section 2. That any person, firm or corporation 


violating any provision of this act shall be guilty 
of a misdemeanor.” 


CCORDING to the facts in a recent case 
under this statute (State v. Yarboro, 
140 S.E. 216): On March 22, 1927, the de- 
fendant drew a check on the Farmers’ & 
Merchants’ Bank of Louisburg, payable to 
the order of George C. Green in the sum 
of $100, which was to be credited on a fee 
charged the defendant for services rendered 
in part and in part to be rendered by the 
payee in the capacity of an attorney at law. 
When he delivered the check, he assured 
the payee that it would be paid when pre- 
sented at the bank. On the same day, for 
a similar consideration, he gave a check to 
W. H. Yarboro. He had no money on de- 
posit, and no understanding or arrangement 
with the bank for the payment of these 
checks, and for this reason when presented 
they were returned unpaid. Thereafter the 
defendant was indicted for a breach of the 
statute set out in the statement of facts, and 
convicted. The lower court, however, ar- 
rested the judgment, being of the opinion 
that the statute denounces as a crime the 
mere non-payment of a debt without any 
finding of fraud or false pretense and con- 
flicts with the state constitution, which pro- 
vides : 


“There shall be no imprisonment for debt in 
this state except in cases of fraud.” 


On appeal the constitutionality of the stat- 
ute was upheld by a divided court. Speaking 
of the purpose of the statute, the court said 
it was aimed at a practice which had be- 
come a menace to trade, an evil and a mis- 
chief in the field of commerce. 

“It is not the attempted payment of a debt that 


is condemned, but the giving of a worthless check 
and its consequent disturbance of business integ- 


rity. That the Legislature has the power to enact 
the law may not be altogether free from difficulty; 
nevertheless, the doubt, if any, it seems to me, 
should be resolved in favor of the validity of the 
statute.”’ 


HE aim of the North Carolina statute 
is not to punish the failure to pay a debt, 
but the uttering of worthless checks. True, 
a person may without wilful purpose or evil 
intent issue a worthless check, but if he 
knows there are insufficient funds in the 
bank with which to pay the check, he is 
committing an act forbidden by statute. Al- 
though a check is not money and cannot be 
issued as legal tender, the court held that 
checks and bank drafts “are now regarded 
as representing so much money and as per- 
forming the functions of paper currency. 
They are an indispensable agency in the 
maintenance of commerce; and in the pro- 
portion in which they are spurious, the ex- 
pansion of trade will be unavoidably re- 
tarded. These instruments of business inter- 
course should command public confidence.” 
“A check,” says the court, “is, on its face 
and by its very nature, a representation to 
every person who may take it or deal with 
it, as payee, indorsee or holder, that funds 
have been provided by deposit or by credit: 
with the drawee bank, for its payment on 
presentation.” 

The giving of a worthless check by a 
person who knows it is worthless is itself 
an act of such potential evil as to demand 
its suppression by the exercise of police 
power. The gist of the offense is not the 
harm done to the payee, but consists in the 
injury done to the public resulting from 
the practice of putting worthless paper in 
circulation. The giving of the check with 
such knowledge is a fraud for which a de- 
fendant in a criminal action, who has been 
duly convicted, may be punished by imprison- 
ment, without impinging upon the sound and 
just principle of the constitution that “there 
shall be no imprisonment for debt in the 
state, except in cases of fraud.” 

The court states that it is possible to de- 
pict evils which may spring from the statute 
and to overlook those which may result from 
a deluge of valueless commercial paper, but 
it is assumed that the probable effects of 
the statute were apprehended by the legis- 
lature. 

The dissenting opinions, although recog- 
nizing that the bad check evil is grievous, 
hold the statute is unconstitutional and, 
therefore, a nullity. It is pointed out in 
these opinions that the medicine is worse 
than the d‘sease, that it will clog and fetter 
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Offenders Resemble Counterfeiters. 


business and that the honest man will suf- 
fer. The following example, given in the 
dissenting opinion, illustrates this point: 


“4 4 PERSON buys a suit of clothes or other things 
of value; the seller gives him credit and time 
to pay it, as is done every day. In fact often, as is 
right, to sell the merchandise, persuades the person 
to purchase. It goes without saying, an honest 
person should pay the debt. It so happens, desir- 
ing to pay it, he gives a check or draft to the 
seller, knowing that he has ‘not sufficient funds 
on deposit in or credit with such bank’ to pay the 
same. He then becomes a criminal for giving a 
check or draft for past-due indebtedness. The 
very fact that he gives the check shows that he 
desires to pay an honest past-due debt. The per- 
son to whom he owes the debt is not hurt. He has 
the same past-due debt that he had before, but this 
now is a crime. His intent may be to meet the 
check or draft after it is given before presentation, 
and peradventure some emergency happens, sick- 
ness, deflation in business, and many causes arise, 
that the deposit has not been made—he is a crim- 
inal for giving the check or draft, a criminal 
although honestly trying to pay by check or draft 
a past-due debt he was not bound to give, but 
voluntarily did so wanting to pay. A person gives 
a note for a past-due debt, and he does not pay it 
at the maturity; although put in the bank, of 
course, no law can make him a criminal. Here 
he gives a check or draft for a past-due debt and 
has no deposit at the time, although intending to 
deposit when he makes a check or draft, yet he 
is a criminal.” 


Another illustration in support of the con- 
tention that the new statute is unjust is 
given in the dissenting opinion and is applica- 
ble to realtors and all sorts of business men: 


“An attorney examines a title to land for one 
who borrows from the building and loan, banker, 
or others, who loan on real estate. He finds that 
there are liens on the property. He must certify 
that the title is good, and he calls attention to 
the liens. The parties meet in the attorney’s of- 
fice. The check of the lender, perfectly good, is 
indorsed to the attorney to see that the liens are 
paid off. The person who has a mortgage or deed 
in trust receives a check from the attorney for 
his debt, and the mortgagee or trustee goes over 
to the register of deeds’ office and cancels the lien. 
The lien of the judgment creditors, laborers, mate- 
rial men and others, as the case may be, are paid 
by check. The attorney usually deposits between 
1 and 2 o’clock the lender’s check to meet these 
checks, understood by the parties to pay off the 
liens on the property. Every time he makes a 
check and delivers it, he is guilty of a crime. 
He must quit everything and deposit the lend- 
er’s check before he can check out the money. No 
post-dated check can be given, although absolutely 
in good faith. No friend can swap checks with 
another in an emergency, although in good faith.” 


It would seem that the contention that 
the North Carolina statute is unconstitu- 
tional is no more tenable than to hold that 
a man who gives a counterfeit bill in pay- 
ment of a past due debt is not guilty of 
a crime, the aim of the statute being pri- 
marily to punish the counterfeiter. 


N conclusion, the decision by a divided 
court should provoke a great deal of 
interest among bankers and business men. 
North Carolina is reputed to be the first 
(Continued on page 727) 
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The Supreme Opportunity for 
Good in Fiduciary Practice 


By GILBERT T. STEPHENSON 


Vice-President and Associate Trust Officer, Wachovia Bank and Trust Company, Raleigh, N. C. 


Lawyers and Trust Men May Help to Suppress Evil and Promote 
Good Impulses of Clients. A Will is More than Set of Instruc- 
tions for It Reveals the Character, Loves and Hatreds of the Tes- 


tator. 


WILL is the only permanent ex- 
pression of himself that the aver- 
age man leaves to posterity. Few 
men immortalize themselves in the 

books they write or the songs they sing 
or the pictures they paint or the statuary 
they fashion. But the man who makes a 
will that is later probated, however incon- 
spicuous he may be, makes a contribution to 
the literature of the ages. The original of 
every probated will becomes a public record 
open to the perusal of the whole world. In 
olden times wills were sometimes chiselled 
on stone; in later times they were inscribed 
on parchment; today, though they are writ- 
ten on less durable materials, they are pre- 
served in fireproof vaults. 

Because of the care with which wills are 
preserved, they constitute no inconsiderable 
portion of our ancient literature. C. B. Boyce 
of the Brooklyn Trust Company has stated 
that there are at least three extant wills 
over 4000 years old, one of which is so curi- 
ously modern in form, so plainly expressed 
and properly witnessed that it might almost 
be probated today. Historians trace the 
progress of civilization in wills that have 
survived the ravages,of time. The man who 
makes a will should understand that, though 
he may change or destroy it during his life- 
time, his last will will be a permanent con- 
tribution to literature. By it he erects a 
monument to himself more lasting than 
bronze; for, having once been admitted to 
probate, his will cannot thereafter be changed 
by so much as one jot or tittle. 


More Than a Set of In- 
structions 


WILL is more than a set of written 

instructions about the settlement of an 
estate and the division of property. There 
is almost no limit to what else one may 
include in it. Wills vary in length, from 
a few lines, like that of Woodrow Wilson, 
to many pages, like that of George Wash- 
ington. They vary in substance, from im- 
personal distributions of property to pas- 
sionate expressions of affection, apprecia- 
tion, and gratitude at the one extreme and 
equally passionate expressions. of distrust, 
enmity and revenge at the other. 

It follows that one’s will may be a reve- 
lation of his best or of his worst self, or 
that it may be a colorless, impersonal divi- 
sion of property. The circumstances under 
which modern wills are made conduce to 
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The Opportunity 


HE lawyer or 
officer who holds 
IN} service within theoretical 
; lines misses his supreme op- 
Al portunity for doing good in 
NW] the field of fiduciary prac- 
tice. I suggest that lawyers 
and trust men use their in- 
fluence, great as it is, to im- 
4] prove the quality of wills by 
Y)| suppressing the bad and 
| encouraging the good im- 
pulses of their clients. Let 
the evil that they would do 
be interred with their bones ; 


trust 
his 


Jet the good that they would 
do live after them. 
vs 
| 
= 
colorlessness. They are now dictated, typed, 


signed, and witnessed in a lawyer’s office 
in the regular course of business; whereas 
they used to be written out in longhand in 
the home, where sentiment always guided 
and sometimes controlled the testator’s hand. 
But even modern facilities and ideas have 
not stripped wills of all their revelations 
of the individuality and personality of tes- 
tators. The records of wills in any probate 
court constitute a library of intensely inter- 
esting autobiographies in which some men 
reveal themselves at their best and others 
reveal themselves at their worst. 

A will may reveal the religious faith of 
the testator. One testator directs that his 
burial shall be without religious ceremony. 
Another—this one, the elder J. Pierpont 
Morgan—makes this confession of faith: 

“I commit my soul into the hands of my 
Savior in full confidence that, having redeemed it 
and washed it in His most precious blood, He 
will present it faultless before the throne of my 


Heavenly Father; and I entreat- my children’ to 
maintain and defend at all hazard and at any cost 
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Lawyers and Trust Men can use their influence for good. 


or personal sacrifice the blessed doctrine of a com- 
= atonement for sin through the blood of 
esus Christ once offered and through that alone.” 


Relation Between Husband 
and Wife 


WILL may reveal the relation that ex- 

ists between a husband and wife. One 
testatrix states in her will that she makes 
no provision for her husband because he 
has been unfaithful to her. A_ testator— 
this one, Col. William Freeman Vilas, for- 
merly president of the Central Wisconsin 
Trust Company, said: 

“My dearly beloved wife has full knowledge of 
this will, participates in all the desires and pur- 
poses of it equally with myself, and accepts as 
entirely satisfactory the provisions made for her. 
Were her desires different, the provisions herein 


made would have met them; for, as we have lived in 
affection, our last wishes are in concord.” 


Mrs. Anna Gorgen of Wyoming said in 
her will: 


“This will is made in conformity to the mutual 
desires and wishes of my husband, the late Peter 
Gorgen, and myself, as a result of long and earnest 
consultations during his last illness, and in thus 
dedicating our property to the purpose above stated, 
I do that which he long desired and planned, and 
which I solemnly promised him I would carry out 
after his death. This litt'e fund was earned hv 
hard labor and self-denial during our lives in 
Johnson County, and we desire that it shall be 
used for the benefit of Johnson County children.” 


A will may reveal the relation that exists 
between parent and child. A father states 
that his daughter shall have no part or 
share of any kind whatsoever in his estate 
“for reasons well known to her.” Another 
father disinherited his daughter because she 
married against his wishes. When he died 
the unwelcome son-in-law was the only mem- 
ber of the family capable of settling the 
estate, and he was magnanimous enough to 
overlook the affront in the will. Another 
father—this one the founder of one of 
America’s greatest mercantile enterprises— 
thus revealed in his will an aching and anx- 
ious heart for his only son: “The health of 
my only son has long been a subject of 
deep solicitude to me. Never the possessor 
of a strong constitution, he has suffered 
much from illness, and is at times com- 
pelled to make his own physical well-being 
almost his chief concern. With this in mind, 
it is my aim to make my provisions for 
his benefit in such form as shall lighten as 
far as practicable his burdens in the care 
of property.” 

A will may reveal a man’s relations with 

(Continued on page 731) 


: 
Th 
(A) 
| | 
A) 
ll | 
| 


March, 1928 


AMERICAN BANKERS ASSOCIATION JOURNAL 


\ br 


Converting the mountain torrents 


into safe investments 


Reservoirs high among the mountains, kept full 
by the melting of eternal snows ---+-+a rush of 
water down the long inclines----- the whir of giant 
turbines-----and a stream of electric power courses 
over the wires to meet the needs of distant cities. 


But more than electricity is generated here. In the 
bonds of the great hydro-electric companies, this 
power is converted into safe incomes for those WhO —_ yout énd much of interen 


invest in their Electric Power and Light Bonds. hich tells why 
are so much in favor 


ful 
Ask for Booklet T-3, please. 


THOMPSON ROSS & CoO. 


ESTABLISHED 1912 
INVESTMENT SECURITIES 
29 S. LaSalle Street - Bank Floor 
CHICAGO 


NEW YORK Telephone Randolph 6380 BOSTON 


Copyright, 1924 T. R. & Co., Inc. SAN FRANCISCO 


When writing to advertisers please mention the American Bankers Association Journal 


703 


{ 


The Diary of a Trust Officer 


An Investment Made Because the Salesman Was a “Member of 
My Church”. The Good Business Man Who in an Unguarded 
Moment Signed Away the Accumulations of a Life of Hard Work. 
Johnnie, the Trust Estate Ward, Who Wouldn’t Go to School. 


January 30th. 


OHN ARLINGTON became of age 

yesterday. The final report in his 

guardianship has been filed and our 

company been’ dismissed as 
guardian. 

When John’s father died about ten years 
ago his mother received a substantial amount 
from the insurance companies and requested 
us to invest this fund for her. Things went 
along well for about two years, until one 
day Mrs. Arlington came to us and said 
she would like to make an investment on 
her own account. A tannery was being pro- 
moted in this community; one of the stock 
salesmen was an old friend of her family 
and a member of her church. She had such 
great confidence in this agent that she de- 
cided to invest $2,000 or $3,000 in the enter- 
prise upon his representation that it would 
return dividends to her amounting to 25 or 
50 per cent. She asked our advice on the 
investment. 

After analyzing the proposition we, of 
course, advised against her in investing in 
this class of security. Very carefully we 
explained that her husband had made great 
sacrifices to pay the premiums on this life 
insurance and that if he were living, under 
no circumstances would he make an invest- 
ment of this kind. She seemed satisfied with 
our analysis and apparently decided not to 
make the investment. We thought the mat- 
ter to be closed, but about a week later she 
returned to the office with a determined look 
upon her face and opened her conversation 
with this statement: 


“Member of My Church’’ 


“ML JONES, I know you will think 
that I am making the wrong de- 
cision, but I have decided to buy $2,500 
worth of stock in the Tannery Company. 
If I lose the money I will never blame you 


for it. I have great confidence in Mr. 
Stock-Salesman; he is a member of my 
church, and has been such a good friend to 
us that I am sure that he would not mis- 
represent this to me. I shall consider this 
a personal investment and if I lose the 
money I will never complain, for it will 
be my loss.” 

The investment was made, the proposition 
turned out as we expected it would—the 
company blew up in less than eighteen 
months, and Mrs. Arlington lost her entire 
investment. She has called at our office 
many times since this time. She knows that 
we know she lost the money and she knows, 
too, that we know her church friend took 
advantage of his association with her there 
to separate her from this inheritance which 
was left to her by her faithful. husband; 
yet, true to her word, she has never men- 
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What Would 
You Do? 


WHAT would you do, 

Mr. Trust Officer, with 
a ward who would not go 
to school? 

In this month’s istall- 
ment of the Diary of a 
Trust Officer there ts re- 
ported the officer’s experi- 
ence with a boy who en- 
tered several schools but 
always left after a few 
months, or a few weeks. 

By all the ordinary signs 
he was sure to grow up in 
ignorance and idleness and 
to count as one only in the 
long list of those who waste 
their lives. 


tioned the loss to us. Needless to say, she 
has never made any other investments of 
this kind. And I am sure that Mrs. Arling- 
ton will never again disregard the advice 
of her banker and make other investments 
through her “church friends.” 


February Ist. 

Mrs. Arthur Johnson called today to check 
over her last annual statement. Although 
her husband had always been considered to 
be a man of means and it was thought the 
inventory of his estate would amount to 
more than $150,000, the insurance that he 
left was the only money or property Mrs. 
Johnson received at his death—except her 
modest home. 

I remember when Mr. Johnson was a very 
influential business man in our city. He 
was an active vice-president in one of our 
largest institutions, took a prominent part 
in all civic affairs, at one time was president 
of. the Chamber of Commerce, and was a 
leader in the church of his choice. He was 
an advisor to a great many less fortunate 
men and women in the community and was 
very liberal in his donations to charitable, 
educational and religious organizations. In 
fact, he was a man upon whom many looked 
with envy. Among his many business in- 
terests was a growing manufacturing con- 
cern. He took great pride in the develop- 
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ment of this organization; the business was 
growing rapidly and the company scemed 
to be on the high road to success. 


An Unguarded Moment 


VP order to gain some large credit con- 
cessions for the company, Johnson penned, 
in an unguarded moment, the following 
letter of guarantee: 


“Eastern Distributing Agency, 

New York City, 

Gentlemen: In consideration of your extending 
a line of credit to the General Manufacturing 
Company of this city, I hereby personally guar- 
antee the payment of such line of credit with you. 
This guarantee applies to the present indebtedness 
of this company and all future purchases, and wil] 
stand until revoked by me. 

Respectfully, 
ARTHUR JOHNSON.” 


As far as Arthur knew, things were going 
well with the company, but later deveclop- 
ments proved that it was far from being 
in a secure financial condition. Matters 
went from bad to worse until the General 
Manufacturing Company became insolvent. 
Arthur’s liability on his guarantee worried 
him greatly and was one of the causes of 
his death. 

After his death, suit was brought on this 
guarantee against our company as executor 
of his estate and judgment was rendered 
in favor of the claimant. This judgment 
was large enough to wipe out all of the 
assets of Arthur’s estate, and his estate be- 
came insolvent. This was a great blow to 
his widow and all his friends, as he was 
thought to have been worth in excess of 
$150,000 above all debts and liabilities. The 
creditors were not paid in full and of course 
there was nothing left for the family, 
which consisted of the widow and _ three 
children, except the life insurance money. 

The widow was compelled to change her 
mode of living. Selling her homestead, she 
moved into less expensive quarters and gave 
up all her social activities. But she was a 
God-fearing woman and_ recognized the 
necessity of living within her income, so she 
invested the life insurance money that was 
left to her in safe securities and is now 
living comfortably within her income. 


Destroyed by a Stroke of the Pen 


Bing is the most outstanding example 
that has ever come to my attention as 
a trust officer of a substantial business man, 
who after working all his life and accumulat- 
ing a very substantial fortune for his family, 
in an unguarded moment, with a stroke of 
a pen on a letter of half a dozen lines, 
wiped out the accumulation of a lifetime. 
But for the life insurance that was left to 
the widow and the family, they would have 
either been thrown upon their own resources 
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to make a livelihood or been obliged to 
become objects of charity. 

Is a man fair to his family when he takes 
these business risks? 


February 2nd. 

My first duty this morning was to mail 
a check to a little girl who is at- 
tending the university in this state. 

She receives these checks every 
month. Three years ago her father 
came to my office and told me some- 
thing of his past life. He was a 
widower with a daughter who would 
soon be ready for college. As this 
daughter was the only relative he 
had in the world, he had been sav- 
ing his money for some time to 
provide for her education. Strange 
as it may seem, this 
man knew very lit- 
tle about banking, 
for he had not even 
opened a_ banking 
account but kept his 
money in currency 
either on his person 
or in his possession. 
Neither did he have 
a home, for he trav- 
eled a great deal, yet 
his one thought was 


Had over 
$4,000 in 
small bills 


of his daughter. We explained to him how 
simple it would be for him to make_a de- 
posit of funds with the trust company and 
that a monthly check could be paid to his 
daughter during the time she was going 
through school. He hesitated over the 
proposition, left the bank and came back on 
two or three occasions to discuss the matter 
further with us. 
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Wanted the Windows Closed 


BU one morning he came into my pri- 
vate office, insisted upon all of the doors 
and windows being closed, pulled out a roll 
of bills from his inside coat pocket and 
laid them on the table. 

“I want to fix this 
matter up for my 
daughter,” he said. 

As the bills were in 
small denominations, 
the roll was so large 
he could hardly get 


it in and out of his 

pocket. We called 

a teller to count 
the money in his presence, and found there 
was a little over $4,000. Some of these bills 
looked as if they had been in his possession 
many years—in fact, he said he had been 
many years accumulating this amount. A 
declaration of trust was prepared, under 
which a certain amount was to be sent to 
his -daughter every month until the entire 
trust fund was exhausted. 


After he left our office that morning we 
never saw him again. The next informa- 
tion we had about him was that he had been 
killed in an automobile accident which hap- 
pened four or five months after the creation 
of this trust. This little girl, by reason of 
the creation of this trust, has been attend- 
ing a university for two years. The fund 
will be more than ample for her to finish 
her university education and will help her 
get started in life. We have watched the 
progress of this girl with considerable pride, 
and we are happy to know that notwith- 
standing the untimely death of her father 
and although she has no other relatives, she 
will be provided with a good education and 
a good start in life. 

February 3rd. 

John Atkins is now twenty-two years old. 
His father died fifteen years ago. He left 
a considerable estate but failed to make a 
will. Under the laws of inheritance, his 
widow received one-third of the estate, the 

remaining two- 
thirds being di- 
vided equally be- 
tween the seven 
children. During 
the minority of 


these children, 

their portion of 

the inheritance 

was handled by 
a guardian, and in due 
course our company 
was appointed guar- 
dian for John. 

It was very difficult 
to keep John in school. We entered him in 
three or four different schools at different 
times, but he found some fault with each 
school and usually left before the semester 
or school year was over. On one occasion 
we made all arrangements for him to enter 
a private school in an adjoining city. As 
his mother was very anxious that he attend 
this school, John agreed to go. In order to 
help him register, our assistant trust officer 
accompanied him to the school, saw that he 
was properly enrolled and comfortably lo- 
cated. 


UR assistant trust officer returned home 


the next morning. Upon arriving at 
the office we received a telephone call from 


(Continued on page 741) 
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Property 
and the Budget 


Before a business can be 
intelligently budgeted, all 
predictable elements of 
cost must be known. Fore- 


most among these are 
fixed charges against prop- 
erty. American Appraisal 
Service furnishes the 
basis for computing these. 


THE 
AMERIGAN APPRAISAL 


GOMPANY 


Atlanta Cincinnati Kansas City New York St. Louis 
Baltimore Cleveland Los Angeles Philadelphia Syracuse 

Boston Dallas Milwaukee Pittsburgh Washington 
Buffalo Detroit Minneapolis San Francisco Berlin, Germany 
Chicago Indianapolis New Orleans Seattle 


A NATIONAL ORGANIZATION 


When writing to advertisers please mention the American Bankers Association Journal 
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Development of the Trust 
Department of a Country Bank 


By CHARLES S. PLENTY 


Vice-President, Hackensack Trust Company, Hackensack, N. J. 


Advertising, Personal Solicitation and Contact Within the Bank 


Are of First Importance. 
Times to Give Counsel and Service. 


The Banker Must be Ready at All 


Trust Men in Suburban 


Communities Should Follow the Lead of Their Big Institutions. 


HE same rule which the successful 

farmer applies must be used by the 

trust man in a country bank if he 

would make of his trust department 
something besides a bank departmental title. 
This rule is work, to be followed by still 
more work. The day must not be divided 
into so many hours for work and play and 
sleep, but the banker must be ready at all 
times, like a country doctor, to go, to do, 
to help, to give counsel, to serve. 

This is not as difficult as it seems. There 
will be many calls for evening consultations, 
for talks before local organizations, and for 
advice after hours from those interested in 
estates under settlement, but to a man whose 
heart is in his work this will all be play. 

Possibly the three divisions of trust de- 
velopment activity which have received the 
widest recognition can be headed: First, ad- 
vertising ; second, personal solicitation; third, 
contact within the bank, which is a com- 
bination of the first two and also brings 
into the picture our old friend, the “pleased 
customer.” 

Under advertising we easily fall into two 
classes—the newspaper and direct by mail. 
This subject is open to great controversy. 
The mistake shoals are so frequent and so 
poorly marked that it is difficult for us to 
keep our craft in the right channel. 


The Power of the Press 


F the power of the press there can be 

no doubt. We may be sure the vast 
sums which are spent by the large trust 
companies for eye-compelling space in the 
great dailies of our major cities are not 
wasted. And of one more thing may we 
be sure. If our bank is located within the 
influence of the large city daily carrying 
such advertising, we, too, will profit by the 
message given. 

Trust men in the smaller suburban com- 
munities have been slow to recognize their 
opportunity and follow up in their local 
daily the message carried by the large trust 
companies in the city papers. The com- 
muter, coming home at night, reads the news 
and then looks over the advertisements. I 
have seen many a man on the evening train 
teading the Equitable or Bankers Trust 
story. Why not be ready for that man 
when he reaches home and after his dinner 
sits down to his local daily? Select your 
space carefully, and your material still more 
carefully, and then tell him again the story 
of the duty he owes to those dependent on 


him. Try to tie up with the theme of the 
city trust company as closely as possible. 

If you have a flair for writing, work up 
your own copy. If you have a good ama- 
teur copy man in your organization, give 
him the job. If neither is possible, arrange 
with some one of the many advertising 
writers who are willing to supply copy to 
fit your particular community. Be sure 
your copy is sincere, direct and leaves no 
doubt in the mind of the reader that you 
know what you are talking about. 

It is generally admitted by the best 
advertising writers and critics that the pic- 


ture of misery is a poor one to paint. True, . 


a man must die and some must be left 
alone, but most men, while willing to admit 
death, are resentful if hardship to their fam- 
ily is implied. We are not going to over- 
come this entirely, but it is well to have it 
constantly in mind in the preparation of our 
copy. 


Cuts Not Necessary 


NGRAVINGS to attract attention play 

some part in newspaper advertising, but 
I have had as much, if not more, inquiry 
from an advertisement without an illustra- 
tion. After all, it’s the message that counts, 
else the Tribune and Times would illustrate 
their editorials. 

A large field is open to us in the direct 
by mail appeal. What shall it be—a letter, 
an illustrated folder, a booklet? What sub- 
ject—estate administration, voluntary trust 
or insurance trust? Who will furnish the 
material—an agency or will we have our 
own copy man write it? May we with 
safetv use syndicated booklets? Does the 
end justify the expense? These and many 
more questions can be asked by the trust 
man. Each class of prospect demands spe- 
cial treatment. When you spend days in 
selecting your material, you must also spend 
weeks in selecting your mailing list. The 
mailing list used for estate management is 
not 100 per cent good for a life insurance 
trust. Your material must be good, but 
your mailing list must be better. 

A good plan to follow is to take your safe 
deposit register, go over it carefully with 
your safe deposit custodian, get his angle 
on each name you find, select those you 
consider most receptive to the particular 
phase of trust activity you have in mind, 
send this list to your individual and sav- 
ings bookkeepers to make note of balances 
and remarks as to theit knowledge of the 
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prospect, consult with your securities de- 
partment man, and after this has been done 
use your own judgment, go through once 
more, and for a last time weed out those 
you think will not be receptive. 

Professional men and the fortunate few 
with money enough to travel are the best 
prospects for a voluntary trust; young men 
just married or with little families for a 
life insurance trust, and a combination of 
these with the small merchant or successful 
middle-aged person for estate management. 

In regard to the personal solicitation part 
of trust development, I have had so many 
things happen, both in favor of and opposed 
to this method, that I have been led to the 
conclusion there can be no set rule which 
will always work and which can be made 
applicable to any community. Of course, it 
is being done, but I really wonder if it can 
be counted on to produce results and not 
offend. 

I know of many people who have been 
approached by other organizations and have 
been definitely turned away from them by 
the questions, “Have you made your will?” 
and “Who is your executor?” 


Following Mail Prospects 


EE our direct by mail booklets we should 
have a return card, asking for a master 
booklet, or a will guide, or for an appoint- 
ment to consider the subject broached. 
These cards, when returned, and they are re- 
turned, offer an opening to the trained trust 
man wherein his appeal can be made without 
offense. His call will be a service call. 
What he has to say will receive close atten- 
tion. And right here is the place for him 
to watch his step. The interest of the pros- 
pect has been aroused. He may be ready to 
talk will, but not ready to consider a corpo- 
rate executor. His wife may be asked to sit 
in on the conference. She may feel that she 
would make as good an executor as a corpo- 
ration and without fees. This idea must be 
changed. The advantages of the corporation 
should be stressed, but the frailties of the 
individual must be ignored except as to lease 
of life. 

Permanence of trusteeship where children 
are involved is our one strong selling point 
against which all of the waves of opposition 
to the corporate fiduciary break. 

I have closed many an appointment by 
never bringing in the name of my company 
and talking solely of the benefits of corpo- 

(Continued on page 733) 


The Unwritten Law of Trusts 


By AUGUSTUS PEABODY LORING 


Delegation of Power Not Permitted. 


Loring, Coolidge, Noble & Boyd, Boston 


Segregation of Trust 


Property Trustees Compensation and Basis of Division. Legality 
of Investing Trust Funds in Stocks of Investment Trusts Has Not 
Spendthrift Trusts 


Yet Been Passed Upon. 


HE law does not recognize a man- 
aging trustee. 
In theory a trust is a personal 
confidence, that is to say, the bene- 
ficiary has a right to compel the individual 
who is trustee to perform the trust himself. 
He cannot turn over the whole trust to an- 
other, nor can he delegate any part of his 
duties or powers. His duty is to exercise 
the powers and discretion himself, and if 
he permits another to act in his place, he 
does so at his peril, for the law does not 
recognize a passive trustee. 

In practice it would be impossible, and 
it is generally unreasonably inconvenient for 
all the trustees to join in the active man- 
agement of the property ; hence, provided that 
all the trustees exercise a general super- 
vision over the trust affairs, and fulfill the 
purposes of the trust with ordinary care 
and diligence, they may permit one of their 
number to take the general custody and man- 
agement of the trust estate. They would 
not be justified in placing the property 
wholly beyond their control, or in leaving 
the funds for an unreasonable time in the 
hands of their co-trustee or neglecting to 
exercise a reasonable oversight over his 
actions. 

A distinction should be drawn between 
the management of income and principal— 
it being customary and probably justifiable 
for one trustee to collect and disburse the 
former, but not the latter; and a trustee 
who allowed his co-trustee to collect a large 
amount of principal, and let it lie for an 
unreasonable time in his hands, would be 
liable for its loss. 

An agent may be allowed to collect divi- 
dends and rents, and keep the books, and, 
in general, act for the trustees wherever 
there is a moral or legal necessity to em- 
ploy an agent. Such a necessity exists where 
the ordinarily prudent man of business would 
employ an agent in his own affairs, as, for 
example, employing a stockbroker to pur- 
chase stocks, and paying for them through 
him. In such cases the trustee will not be 
liable for the default of the agent, but only 
for his care in selecting him; as again, for 
instance, a trustee who has employed a good 
conveyancer is not responsible for a flaw 
in the title which he overlooked. 

The employment of one of the trustees 
or an agent in such cases is not a delega- 
tion of the trust, but is the lawful act of 
the trustees by the hand of another. 

The courts have not authoritatively set- 
tled whether one trustee may go alone 
to safe deposit vaults where the securities 
are kept, or whether all should go together. 
Mr. Justice Kekewith expressed his opinion 


strongly that negotiable securities should not 
be got at without the consent of all the 
trustees. In an earlier case Vice-Chancellor 
Wood said that it was too much to say that 
ordinary prudence required a box with three 
keys, and this latter dictum seems to accord 
more nearly with the general usage in this 
county. 

It is undoubtedly the duty of all the 
trustees to examine the securities from time 
to time, and if they have any reason to dis- 
trust one of their number, not to allow him 
to have access to the property alone. The 
same care should be taken of money, and 
it is customary to allow one trustee to sign 
checks alone. 

An analagous but somewhat different 
question arises as to whether the money 
of several trusts can be kept in one bank 
account, or the securities of more than one 
estate be kept in one box. It seems to me 
that such a proceeding is not only allow- 
able but even desirable. In the case of sev- 
eral trusts under one will, it would seem 
to be the height of technicality to insist on 
the segregation of the money and securities 
of the various trusts otherwise than by ade- 
quate book entries, which would identify 
the money or securities belonging to the 
several estates. Yet I have had such a course 
objected to by a zealous but rather technical 
guardian ad litem. 

From a practical point of view, the econ- 
omy and convenience of keeping the securi- 
ties of a number of small trusts together 
seems equally obvious, and in one case at 
least has been approved by the court, where 
the trustee was a trust company. 


Division of Trustees 
Compensation 


HE old English doctrine was that the 

trustee was not allowed any compensa- 
tion for his services, but this has never 
been the general law in America, and the 
trustee is allowed the highest rate paid 
agents, factors or attorneys for similar ser- 
vices. Naturally the trustee who does the 
work is entitled to more compensation than 
the trustees who exercise a_ supervisory 
power merely; but as a rule, the court allows 
a unit of compensation as a whole, and does 
not concern itself with how the trustees di- 
vide the compensation among themselves, 
which is usually a matter of custom or 
agreement. I have known the court to in- 
terfere, where the trustees could not agree, 
and it undoubtedly has the power if it wishes 
to do so. 

Up to a quite recent time it was custom- 
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and the Law. 


ary in Massachusetts to allow a commission 
of 5 per cent on the income of which the 
managing trustee took two-thirds, and the 
other third was divided equally among the 
other trustees. At the time of the war 
owing to the increased cost of office space 
and clerk hire the general compensation was 
advanced to 6 per cent of which the man- 
aging trustee took three-fourths, as it was 
he that supplied the office and clerks, and 
one-quarter of 6 per cent was divided among 
the other trustees, which gave them practi- 
cally the same actual compensation they re- 
ceived before. 

Where the work is actually performed by 
a firm of solicitors or an incorporated fidu- 
ciary, or the estate is large and special 
offices and clerks are employed for it alone, 
the cost of management is charged to the 
estate, and reasonable compensation is al- 
lowed the trustees for their responsibility 
and management, not exceeding, when taken 
together, reasonable compensation, and in 
such cases is usually divided among the 
trustees equally. 


Foreign Investments 


EARLY half a century ago, a judge in 

a New York court said that “An in- 
vestment which takes the trust fund beyond 
our own jurisdiction, subjects it to other 
laws, and the risk and inconvenience of dis- 
tance and of foreign tribunals, will not be 
upheld by us as a general rule, and never 
unless in the presence of a clear and strong 
necessity, or a very pressing emergency,” as 
the court decided existed in the case before 
them. 

Obviously, the rule was meant to apply to 
the ownership of real estate or mortgages 
in other states, where the laws of taxation, 
liens and foreclosure might be different— 
it was at about the time of the farm mort- 
gage craze—but the dictum was taken up 
by other courts and the text writers and 
made a rule of general application—viz: 
that a trustee should not invest the trust 
fund outside of the jurisdiction in which he 
is appointed. Such a general rule is not 
upheld by authoritative decisions, nor, so 
far as I know, observed in practice. The 
courts of Massachusetts and Illinois whose 
rules for investment are more liberal than 
some of the other states, explicitly disavow 
the rule. Any practical trustee knows the 
impossibility of investing all the trust funds 
seeking investment in the State of New 
York in the securities subject to the juris- 
diction of the New York Court, and the 
economic folly of doing so. State lines are 

(Continued on page 734) 
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Michigan Boulevard 
Chicago 


Chicago banks using 
this desk: 


Blue Island Trust & 
Savings Bank 
Chatfield Trust & 
Savings Bank 
Cheltenham Trust & 
Savings Bank 
Lawrence Avenue 
National Bank 
Mayfair State Savings 
Bank 
Metropolitan State 


Bank 
Midway State Bank 
Mid West State Bank 
Northern Trust Co. 
Roseland State Bank 
Triangle State Bank 
West Irving State Bank 
West Lawn Trust & 

Savings Bank 
Winnetka Trust & 

Savings Bank 


( Patent applied for) 


Signature checking is instantaneous with THE “Y AND E” COMMERCIAL BOOKKEEPER’S DESK 


Oa banks are speeding their handling 
of the day’s clearances with the “Y and E” 


Commercial Bookkeeper’s Desks in Chicago, wherc 
the stockyards and the wheat pit set the price of the 
world’s daily bread. 


With this desk, as shown above, no time is lost in 
checking signatures and there is no temptation to 


pass a doubtful one. 


The upper drawer contains the “ Y and E” patent 
check sorter. Second drawer, signatures. The third 
drawer has ample space for a month’s check filing. 
The fourth drawer vontains a rack for new posting 
sheets. No time is lost when old ones are filled. 


«Y and E”’ also supplies printed forms for mechan- 


ical posting. When mailing the coupon below for 
further information, enclose samples of your ledger 
cards and statement sheets for our quotation. 


‘YAWMAN «n> FRBE MFG.(0. 


385 JAY STREET ROCHESTER, N. Y. 


Steel and Wood Filing Cabinets— Steel Shelving — Desks— Safes 
—Office Systems and Supplies— Bank and Library Equipment 


YAWMAN AND ERBE MBG. CO. 
3g5 Jay Street, Rochester, N. Y. 
C] Please send mea folder on your ‘a Enclosed find samples of our 


new Commercial Bookkeeper’s ledger cards and statement 
sheets. Kindly quote us on 
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AVAVA ALY 


InFusSITE is the latest 

forward step in burglar-proofing vaults. York research 
engineers, after long years of study and experimenta. 
tion, have evolved this baffling metal as the final barrier 
to the enterprising burglar. 

York InrusirTeE, guardian of millions of dollars, has 
effectually blocked the modern burglar. 

There’s a vault near you that is built with doors of 
this new metal. Let us tell you where to see it—write 
today. 


_ YORK SAFE anp LOCK COMPANY 


Factory and Principal Office 
YORK, PA. 


WAU AV AU AD AU AU AU MU AU AU AU AU AD AU AU AU AU AU AU AV AU 


A 


BALTIMORE PHILADELPHIA 
BOSTON ST. LOUIS 
CHICAGO SAN FRANCISCO 
CLEVELAND LOS ANGELES 
DETROIT SEATTLE 
HOUSTON MIAMI 

NEW HAVEN WASHINGTON 
NEW YORK PARIS, FRANCE 
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The First Trust and Savings Bank, 
Chicago, selected York equipment for 
their vaults knowing that vault doors 
built of Infusite would give them the 
required protection for the vast sums of 
money within their vaults. 


Extensive alterations by Leonard 
Construction Company of Chicago. 
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Gradual Change in the Investment 


Set-Up of Banks 


By HARLAND H. ALLEN 


Halsey, Stuart & Company 


The Investment Holdings of the “ Average” National Bank. A 
Trend Disclosed by Comparison of Securities Under Six Head- 
ings, Now and in 1918. A Falling Off in the Amount of Govern- 
ment Bonds. Depend More and More on Federal Reserve Notes. 


HERE have been radical changes 

during the last ten years in the 

set-up of the investment structure 

of American banks. And at the 
present moment there are important trends 
of popularity which are rearranging the rela- 
tive importance of most types of securities 
in the bank portfolios, effecting changes 
which, among other things, are increasing 
the income of banks from their investments 
by many millions of dollars annually. 

The entire business of banking has seen 
so much of change in the years since 1913 
that it would indeed be surprising if the 
investment problems and practices had not 
been greatly altered. The successful banker 
today has, by the very fact of his success, 
proved himself to be a master in the art 
of meeting new situations and adjusting 
himself and his business to strange new 
currents in twentieth-century finance. 

In this article we are concentrating on 
the problem of keeping pace with the pro- 
cession in matters of investment. We want 
particularly to see what these present trends 
are, in the relative importance of such se- 
curities as U. S. government’s, public utili- 
ties, industrials, rails and municipals, and 
to estimate, as well as we may, what bear- 
ing all this has on the problem of invest- 
ment management, and what is to be ex- 
pected in the way of important changes for 
the immediate future. 


The Average National 
Bank Investment 


i get a good perspective on the present 
investment situation and current trends, 
we have gone back to 1918: (1) Because 
this comprises the whole of the post-war 
period and starts at a time when the most 
violent war-time fluctuations in bank invest- 
ments had subsided—fluctuations which are 
relatively meaningless to us for their bear- 
ing on present trends; (2) because when 
figures for the current year shall be avail- 
able, this span will complete a whole decade. 

National bank investment figures have 
been taken for this analysis because: (1) 
This data is so much more available than 
for state and private banks, and (2) the 
national banks are becoming each year more 
representative of banking for the country 
as a whole. 

The “average” national bank in this coun- 
try had an investment on June 30, 1927, of 
somewhat less than $1,000,000. The 7804 


national banks had $6,393,000,000 invested 
in securities. This is almost equal to one- 
fourth of their total resources of $27,000,- 
000,000. It is about 40 per cent of the total 
investments of all banks in the country. 

Plainly, the national banks are among the 
largest class of investors. In fact, with 
the sole exception of insurance companies, 
they are the largest single class of investors, 
and their present total holdings give even 
the insurance companies a close run for first 
place. 


The Increased Investments 


HERE was an increase of $2,500,000,000 

—61% per cent—in the national bank 
investments between 1918 and 1927. These 
are immense figures and an impressive in- 
crease. If we did not observe, at the same 
time, that banking growth in other depart- 
ments had gone forward at about the same 
rate, we might conclude, perhaps, that the 
banks had been expanding their investments 
unduly. However, while investments were 
increasing 61%4 per cent, deposits increased 
59 per cent. 

Now, as to the trends and structure in 
the banks’ investment accounts. At work 
on the one hand are important changes in 
the investment needs of the banks and in 
their methods of handling reserves. On the 
other hand we have the equally important 
factors of continuing change in the relative 
supply of the various classes of securities, 
and in the variations of investment qualities 
which these reflect from time to time. 

Let us express all these changes in terms 
of their relation to total bank investments, 
for then we shall see the picture not only 
as that of the bank situation of the country 
as a whole, but the figures will serve as a 
somewhat useful pattern for appraising local 
situations and even for getting a line on 
the investment position of one’s own bank. 

In 1918 the national banks of the coun- 
try had more than one-half (53.3 per cent) 
of their invested funds in United States 
bonds. This was a high point. It has been 
exceeded in only one year (1919), when the 
government bonds represented 62.8 per cent. 
This heavy loading of the banks with gov- 
ernment bonds was, of course, in large part 
a patriotic response to the government bor- 
rowing needs at the close of the war. The 
next largest investment holding of national 
banks in 1918 was that of railway bonds, 
which comprised one-tenth of the total (10.2 
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per cent). At that time, also, municipal 
obligations accounted for 8 per cent; for- 
eign (both government and commercial) 
were represented to the extent of 7.2 per 
cent; industrials, 6.9 per cent, and public 
utilities, 6.1 per cent. To say it another 
way: among each 100 bonds held by that 
hypothetical “normal” national bank in 1918: 

53 + were U. S. Governments 

10 were Railway Obligations 

8 were Municipals 

7 were Industrials 


7 were Foreign Bonds 
6— were Public Utilities. 


Radical Change in the Set-Up 


HIS set-up of the bond investment struc- 

ture for national banks has experienced 
radical alteration since 1918. The actual 
volume of each of these classes—even that 
of United States government bonds—has in- 
creased. In a number of cases it has multi- 
plied several times. But if we look at these 
holdings now, to get their present propor- 
tionate importance to the banks’ investment 
structure, we get an entirely different pic- 
ture. Seen thus, the several important se- 
curity classes fall into three distinct groups: 
those which are losing ground in relation 
to the whole, those which are gaining, and 
those whose position remains practically 
constant. 

The United States government securities 
constitute the first group. Their volume is 
falling off proportionately and with a very 
definite trend. The second group which is 
climbing in importance includes the public 
utilities, the industrials, and the municipals. 
Railway and foreign securities comprise the 
stationary group. The rails, in fact, repre- 
sent today exactly the same proportion of 
total bank investments as in 1918. 

If, therefore, we examine the investment 
structure of the “normal” national bank in 
1927, we find that, for every 100 bonds held, 
there are: 

40 since 1918 
14 since 1918 
11 + Municipals since 1918 
10 Public Utility gain of 3+ since 1918 
10 no gain or loss since 1918 
7 — Foreigns no gain or loss since 1918 

Composite data, representing these several 
groups, were charted to see if the falling off 
in Group 1 (government’s) and the rise in 
Group 2 corresponded sufficiently close to 
warrant the assumption that there was a 
casual relationship between them. This 
correlation was strikingly apparent. As the 
statisticians would say, there was a “nega- 
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RU. PUBLIC UTILITY SECURITIES 

MUN— MUNICIPAL 

IND. — INDUSTRIAL ” 
RAILWAY 

FOREIGN 


NINE YEAR GAIN OR LOSS 


IN PERCENT OF TOTAL INVESTMENTS) 


TOTAL 
18 «1927 


PUBLIC 

UTILITIES —— 67 10J +34 
MUNICIPALS — 8.0 11.6 
INDUSTRIALS — 6.9 14,2 


RAILWAYS —— 102 102 


FOREIGNS —— 7.2 66 


US. GOV’TS—535 405 


Comparative Record of Six Classes 


tive correlation” of around 90 per cent 
throughout the whole period. For each and 
every year since 1918 in which the volume 
of United States government bonds has 
dropped below its previous ratio to the 
whole, the composite of public utilities- 
industrials-municipals has risen by almost 
exactly the same figure. This fact is one 
of great significance, it would seem, if we 
are interested in estimating present tenden- 
cies, or in attempting to look forward a 
few months. 


Trend of National Bank 
Holdings 


AS this group of investment securities 
(designated in the chart as Com- 
posite 1) has been definitely taking the place 
of government securities in national bank 
investments for several years, it will prob- 
ably continue so to do. Moreover, the trend 
of national bank holdings of United States 
government bonds will doubtless continue 
downward through the immediate future, for 
the following reasons: 

(A) The Mellon program for the United 
States Treasury is one for a rapid amor- 
tization of the national debt, and it is re- 
ducing the available supply of United States 
securities by approximately a billion dollars 
a year. 

(B) The present policy regarding the na- 
tional currency is to depend more and more 
upon Federal Reserve notes, which are large- 
ly backed by commercial paper, and less and 
less upon national bank notes, backed 100 
per cent by government bonds. This defi- 
nitely cuts down the volume of United States 
securities required by our national banks for 
circulation purposes. 

(C) There is a growing tendency to per- 
mit the substitution of other types of bonds 
for governments as a reserve against public 
deposits, postal savings deposits, etc. 

(D) It is apparently the desire of the 
present national administration to secure a 
law exempting United States securities from 
the income surtax. This would greatly en- 
large the market for government bonds 
among the rich, thus raising the price of 
these bonds and in turn lowering their at- 
tractiveness to national banks. 

If the above conclusions are warranted, 
even in large part, then there will be for 
some considerable time a continued falling 
off in the proportion of government bonds 
in national bank investment portfolios, and 
there will be a corresponding increase in 
the proportion of industrial, municipal and 
public utility bonds held. 


How much of a change may be expected 
in this respect? We can only answer that 
during the last three years the gain for 
these three investment classes has been 
$824,000,000. Each year, therefore, the vol- 
ume of these securities has risen by more 
than a quarter of a billion dollars, and their 
ratio to the total investment holdings of 
national banks has climbed by about 2 per 
cent. In every unit of 100 bonds held by 
representative national banks, the public 
utility-industrial-municipal group is repre- 
sented by an increase of two bonds each 
year. To use the hypothetical “normal” 
national bank again: If it have an invest- 
ment account of $1,000,000, the present bond 
distribution will show 36 per cent for this 
group—a total of $360,000—and this ratio 
will tend to climb by about 2 per cent a 
year, raising it in 1928 to 38 per cent and 
in 1929 to about 40 per cent. 


Available Bonds 


T must not be assumed, of course, that 
we can safely prognosticate investment 
popularity and trends into the future beyond 
a very short time. There are too many 
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possible contingencies. But it is an in- 
dubitable fact that government bonds, oc- 
cupying 40.5 per cent of the nationa! bank 
investment portfolio as they do today, are 
still away above their relative rank not so 
many years ago (it was 30 per cent in 
1916) ; and there is much more of 4 dis- 
position at the present time to economize 
in these securities than we have seen on 
the part of bankers in the past. It is equally 
true that the ascending popularity for bank 
investment of the classes now being pre- 
ferred is no accident nor mere flash in the 
investment pan. Municipal bonds, always 
of the highest investment merit, have come 
into their own in recent years because they 
are now available in large enough blocks 
to meet all requirements, and even the 
smaller issues have taken on new merit, as 
to marketability, because of standardized 
municipal borrowing practice and account- 
ing methods. 

The popularity of public utility bonds has 
become thoroughly established in recent 
years because of their all-around investment 
merit, and because they, too, are now avail- 
able in any quantity and for all maturities 
(this last being of prime importance to 
commercial banks). Industrial bonds, which 
have made the greatest of all proportionate 
gains in bank investments, have been able 
to do this because of a_ well-recognized 
situation of greater stability in all large 
scale industry. While these bonds continue 
to offer banks and other investors a con- 
siderable margin of improvement in income 
for funds so invested, it is becoming in- 
creasingly less difficult to secure issues in 
this class, which meet all necessary require- 
ments of safety. 

Successful bankers in America today plan 
their operations to make a profit for the 
stockholders, and while we are glad to attest 
belief in the fact that} by and large 
they are not inclined to take undue risks 

(Continued on page 736) 


Note strong negative correlation between 
Gov't Holdings and Composite; (1) 
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Main banking room 
of the Mellon 
National Bank, 
Pittsburgh, Pa. 
Trowbridge & 
Livingston and 
E. P. Mellon, 
architects. 


All ceiling panels, 
soffitsof beams, clere- 
story wall, finished 
in Johns - Manville 
Noise- Absorbing 
Treatment. Book- 
keeping and transit 
departments and 
other work spaces on 
upper floors similar- 
ly treated. 


STOP NOISE—THE THIEF WHO 
STEALS TIME AND ENERGY 


HERE is a thief working in many of our 

Banks and Financial Institutions. He 
doesn’t operate in secret nor does he adopt 
the surprise attacks of the bandit. 

Armor plate, burglar alarms—all of our 
modern safeguards fail to hamper him. 

He is not interested in money, nor securities, 
but he likes to rob employees of their time and 
energy. 

He causes needless repetitions—makes it as 
uncomfortable as possible for patrons— 
delights in hot weather and overtime work and 
is particularly successful when vacation time 
has reduced the regular force. 

His name is NOISE and he is a conglomerate 
of the sounds from typewriters, adding ma- 


chines, telephone bells and voices within the 
office and traffic on the streets outside. 

His presence is easily discovered by a con- 
stant hum or confusion. 

Johns-Manville have perfected a practical 
method of making the work of this thief quite 
harmless. The method has been adopted by 
thousands of prominent concerns throughout 
the country and there are offices right in your 
own locality where our Bank Quieting Treat- 
ment has been used with marked success. 

One of our engineers will be glad to call and 
explain to you how this thief of time and money 
can be caught and curbed. No obligation of any 
kind is incurred by you. Simply fill in the 
attached coupon and mail to our nearest office. 


JOHNS ~-MANVILLE 


ACOUSTICAL TREATMENT 


THE JOHNS-MANVILLE CORPORATION, New York, Chicago, Cleveland, San Francisco 
For Canada: Canadian Johns-Manville Co., Ltd., Toronto 
(Mail coupon to office nearest you) 
Please have your engineer call and give us details regarding your Office Quieting Treatment. 
It is understood this will carry with it no obligation on our part. 


Firm Name 


Address 


Official to eee 
A.C.-90 


When writing to advertisers please mention the American Bankers Association Journal 


ry 
713 
Sonn 
Hi 
REE 
g 


714 


AMERICAN BANKERS ASSOCIATION JOURNAL 


March, 1928 


WRITE 

TODAY for 
sample book show~ 
ing various types of 
lithographed and 
printed checks on 
this new safety 


paper. 


When writing to advertisers please mention the American Bankers Association Journal 


February, 


Checking up om 
CHECK PAPER 


Will you take the time to check up 
on your check paper? What are its 
essentials as paper? Of what materials 
is it made and what elements of strength, 
surface and safety do you believe it 
should have? If you are interested in 
what we believe after a careful study 
of check papers will you ask us to tell 
you about. 

GILBERT SAFETY BOND 


“Safest of Safety Papers’ 


GILBERT PAPER COMPANY 


Menasha fe Wisconsin 


ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES 
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mple Business for Both Banks 
and ‘Trust Companies 


By WALTER S. MCLUCAS 


Chairman Board of Commerce Trust Company, Kansas City; President Trust Company Division, 


American Bankers Association 


Resources of Trust Companies Showing Six Per Cent Increase 
In the Last Year Have Doubled in Decade. People Becoming 
Estate Minded. Opportunities for Service Enlarging. Personal 
Trusts Increased 374 Per Cent in Past Four Years Survey Shows. 


HE American trust company is little 

beyond its hundredth anniversary. 

Yet its resources are $2,500,000,000. 

That figure measures a 6 per cent 
increase in the last year and is twice the 
magnitude of the resources of ten years ago. 
Increase in the number of trust companies 
in the past decade is almost nominal. The 
increase in resources is the result of en- 
hanced public confidence in this latest of 
major financial developments—the trust com- 
pany. 

Some of our contemporaries might take 
issue with that statement on the ground that 
trust companies had been merely the bene- 
ficiaries of fortuitous circumstances, along 
with banks in general—that our growth was 
the inevitable outcome of unprecedented gen- 
eral prosperity. By examining the reports 
of the comptroller of currency, we find the 
figures will not bear out that opinion. 

In 1917 there were 7604 national banks 
in the United States with resources of 
$16,000,000,000. In 1927 there were 7978 
nationals with resources of $25,000,000,000. 

In 1917, 2009 trust companies had _ re- 
sources of $9,000,000,000. In 1927, 2684 
trust companies had resources of $20,500,- 
060,000. 

The ten-year increase in 
resources was 55 per cent. Of trust com- 
panies, 127 per cent, not wholly, however, 
from commercial banking expansion, but 
in large part through their development of 
their own special field of fiduciary service. 


National Banks Add 
Impetus 


ET me not appear to be indulging in 
odious comparisons. I mean only to 
establish my opinion that trust company 
patronage is a reflection of growing public 
confidence in our type of organization. 
Realization of this public reaction has 
brought home to the national banks the un- 
limited possibilities of trust powers, result- 
ing in the increasing tendency of nationals 
to avail themselves of these powers. Paren- 
thetically, let me express my satisfaction 
over the fact that the feeling of resentment 
on the part of some trust companies, which 
earlier was evident, has died out. May it 
never reappear! There is ample trust busi- 
ness yet undeveloped to busy all for years 
to come, and the efforts of national banks 


national bank 


add impetus to the flow of public patronage. 


66 TUST as the corporation 

has proved to be far 
superior to the partnership 
as a means for doing busi- 
ness, so is the corporate 


executor replacing the indi- 

vidual in the business of 

NN] settling and administering A 
estates. A national survey 


just completed by the Trust 
Company Division of the 
A. B. A. shows that there 


has been a 374 per cent in- 
crease within the last four 


years in this field of per- 
sonal trusts. The number 
of times that trust com- 


panies and banks were 
Yi under wills during WW 
1927 was four and one-half 


times as great as in 1923.” 


told that we are the richest na- 


We are 
tion on the globe—the most recent authori- 
tative estimate places our national wealth 
at more than $350,000,000,000. 

Time was when the problem of consider- 
ing how an estate should be distributed 
bothered only a very select few. The ex- 


pectation of being able to leave behind 
enough in worldly goods to be dignified by 
the term “Estate” was far beyond the 
thoughts of the average man. Indeed, it 
was not uncommon for some of our illus- 
trious forebears to leave a family of ten 
children and a legacy of debts to commemo- 
rate their passing. 

Our ideas of what constitutes great wealth 
have likewise undergone a change. George 
Washington was one of the wealthiest men 
of his times. Yet the value of his estate 
was found upon his death to be only $530,- 
000. An inspection of the government’s 
records reveals that, during the year 1926, 
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there were 183 estates—each worth at least 


a million dollars, and many worth vastly 
more—that paid Federal estate taxes. Since 
1916 the Treasury Department reports that 
more than 1800 estates in the million-dollar 
class were passed on to fortunate legatees. 

While these vast estates stir our imag- 
ination, it should not be assumed that it is 
only among our very wealthy that the prob- 
lem of distribution rests. For, with the 
increase in real wages, the growing use of 
life insurance, the constant enlargement of 
the legion of security owners and the wide- 
spread diffusion of wealth, it has come 
within the range of Americans in all walks 
of life to build up a competency and leave 
an estate. 


Opportunities Enlarging 


ITHIN a few decades we have wit- 

nessed what might be termed a revo- 
lution in the frame of mind of the Ameri- 
can people! More and more they are be- 
coming estate-minded and giving thought to 
the best methods safeguarding their family’s 
future. With this growing change in public 
consciousness, the opportunities for the cor- 
porate fiduciaries are constantly enlarging. 
With their modern facilities for attending 
to the highly specialized business of ad- 
ministering and managing estates, they are 
better equipped than any individual can be 
to perform these intricate tasks. 

The great industries that have been de- 
veloped in the United States are largely 
the fruits of combined capital. The funds 
have come from thousands of individuals, 
who have contributed a part through the 
purchase of a bond or who have, bought a 
fractional interest as shareholders. Under 
deeds of trust the properties of great cor- 
porations and industrial enterprises have 
been conveyed to corporate fiduciaries, to 
be held as a pledge that the bonds would 
be paid in accordance with the promises 
given. The interests of stockholders have 
been protected from over-issues of shares. 
When the ownership of shares has changed, 
a corporate fiduciary has seen to it that 
these transfers were recorded. Serving as 
this useful intermediary, worthy of the con- 
fidence reposed in it, the trust company has 
had an important part in the rise of the 
corporation as a modern business instru- 
mentality. 

(Continued on page 750) 
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The Dallas Investigation 


ENATE investigation of the affairs of 
the Federal Reserve Bank of Dallas, 
Tex., holds out the possibility of a 
drastic change in the fundamental theory of 
the Federal Reserve Act. Congressional in- 
quiry into the conduct of a Federal Reserve 
bank, aimed almost directly at the governor 
of the institution, cannot fail to challenge 
the principle that a Federal Reserve bank 
is a local and not a Federal agency. 
Governor Lynn P. Talley, of the Federal 
Reserve Bank of Dallas, is the central fig- 
ure in the Texas bank controversy. He is 
the storm center of the rebellion against 
the Dallas Reserve Bank which has broken 
out among the small country banks in West 
Texas. The Senate resolution ordering the 
investigation by the Banking and Currency 
Committee but thinly veils its real object 
by alleging that “there is a lack of co- 
operation on the part of the governor of 
such bank with member banks in the rural 
communities.” 


ET Texas turned to Congress as a last 
resort. An effort was made by the West 
Texas Chamber of Commerce to smooth 
out the troubles in the Eleventh Federal 
Reserve District through appeal to the di- 
rectorate of the Dallas Reserve Bank. Early 
last summer the complaints of the small 
banks in West Texas against what was then 
considered to be the strict and inflexible 
interpretation of banking rules by the Dallas 
Reserve Bank crystallized into sentiment 
that they were being denied the full facili- 
ties of the Federal Reserve System. 
Governor Talley is accused of a lack of 
sympathy and understanding of the services 
needed by the banks in an agricultural and 
stock-raising country. He has become an 
object of attack in West Texas not only be- 
cause the Reserve System has refused to 
bend its regulations to fit circumstances, but 
because it is alleged that he has frequently 
failed to soften refusals with the soothing 
power of diplomacy. 


OUNTRY banks are not always inti- 
mately familiar with Federal Reserve 
law and regulation. Mere refusal of accom- 


Spring Meeting of the Executive 
Council of the American Bankers Asso- 
ciation will be held at the Bon Air Vander- 
bilt Hotel, Augusta, Ga., April 16 to 19, 
during which there will be discussed many 
matters of importance. 

At the family dinner, which will be held 
on the evening of the 18th, the speaker will 
be Rev. Dr. Harry Emerson Fosdick, pro- 
fessor of practical theology at the Union 
Theological Seminary, New York. 

As usual, there will be several special trains 
to Augusta from various parts of the country. 

A special will leave over the Big Four, 


By H. E. SARGENT 


modation does not increase such familiarity. 
The Federal Reserve Act, for instance, per- 
mits Reserve banks to discount sight bills 
drawn to finance the shipment of readily 
marketable staple agricultural products. But 
the Federal Reserve Board has ruled that 
certain commodities do not come within this 
classification, notably cottonseed oil, bran, 
canned corn and other canned food products. 
Restrictions of this character have fanned 
the flame in Texas. 

Meanwhile, the Federal Reserve Board has 
kept its hands off. It has taken the position 
that the policies of the Dallas Reserve Bank 
were the responsibility of its directorate. 
It has not changed its regulations govern- 
ing the discounting of sight bills, but legis- 
lation is pending in Congress to cure in- 
equities in the law. 

By resolution the stockholders of the 
Dallas Reserve Bank urged an amendment 
to the Reserve Act that would enlarge the 
powers of Federal Reserve banks in dis- 
counting demand and sight documentary 
drafts. Such an amendment would lessen 
the inflexibility of the law complained of 
in Texas and remove the necessity for the 
rather forced distinction between agricul- 
tural and non-agricultural products. 


ENATOR NORRIS, of Texas, intro- 

duced into the Senate an amendment 
to the Federal Reserve Act along the lines 
suggested by the Dallas bank. The amend- 
ment has been favorably reported out by 
the Senate Banking and Currency Com- 
mittee. 

Secretary of the Treasury Andrew W. 
Mellon has expressed the view that there 
seems to be no practical necessity for the 
retention in the statute of the limiting word 
“acricultural,” which prevents Federal Re- 
serve banks from rediscounting or purchas- 
ing sight or demand drafts secured by prod- 
ucts which are not technically agricultural 
products. According to Governor Benjamin 
Strong, Governor of the Federal Reserve 
Bank of New York, a vast amount of goods 


moves to primary and secondary markets 


The Spring Meeting 


Chicago, Twelfth Street Station, at 12.30 
noon, April 13. Special cars will leave from 


St. Louis at 12.00 noon. The two sections 
will unite at Indianapolis at 5.50 p. m. the 
same day. A special car will leave Chatta- 
nooga and connect with the main train at 
Oakdale, arriving Asheville, April 14, 9.15 
a. m., and Augusta, April 15, 3.30 a. m. 
From New York City special Pullman 
cars will be provided by the Pennsylvania 
Railroad via Washington and the Southern 
Railway. The train will leave from Penn- 
sylvania Station, New York City, Satur- 
day, April 14, 9.30 a. m.; Newark (Market 
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by way of domestic shipments, the 
ments for which are attached to sight or 
arrival bills of exchange. He believes that 
the commerce, industry and banks of the 
industry, but especially the crop-moving sec- 
tions, would be advantaged by havine short 
commercial paper of this character made 
eligible for discount. But law making js 
slow work, and the Sheppard bill comes too 
late to stem the complaint in Texas 


docu- 


LL through the summer the relations be- 
tween the Dallas Reserve Bank and the 
West Texas banks became more and more 
difficult. The final straw came when the 
board of directors of the Dallas bank met 
on Jan. 13, 1928. In the language of the 
West Texas Chamber of Commerce, the di- 
rectors “decided to continue the policies, of 
which complaints have been made, as evi- 
denced in the reelection of the executive 
officers who administer the affairs of this 
special institution.” 

Then Texas appealed to Congress. Sena- 
tor Earl B. Mayfield introduced the reso- 
lution for an investigation. A subcommit- 
tee of the Banking and Currency Committee 
of the Senate has begun the inquiry and is 
to report to the Senate. 

Congress has investigated many _ things, 
but this is the first time it has investigated 
a Federal Reserve bank. In West Texas 
sentiment has reached the point where criti- 
cal inquiry into Governor Talley’s adminis- 
tration of the Dallas Reserve Bank is of 
greater interest than the lack of flexibility 
in the Federal Reserve regulations. 


T is in this respect that the Texas situa- 

tion is unique. The governor of a Fed- 
eral Reserve bank represents the stockhold- 
ers, not the Federal Reserve Board. He 
is elected by the directors of the bank and 
is not appointed by nor is he responsible 
to the Federal Reserve Board. This brings 
up something new in Federal Reserve ad- 
ministration, an attempt to bring about a 
sort of indirect recall of executive officers 
by way of Congress. 


Street), 9.53 a. m.; West Philadelphia, 
11.36 a. m.; Baltimore, 1.39 p. m.; Wash- 
ington, 2.45 p. m.; and arrive Augusta, Sun- 
day, April 15, 7.30 a. m. 

For the return trip a special train will 
leave Augusta over the Southern Railway to 
Washington, Thursday, April 19, at 6.00 
p. m., and arrive in New York over the 
Pennsylvania Railroad, Friday, April 20, 
about 4.05 p. m. 

At the close of the Spring Meeting many 
bankers will go to Chattanooga, Tenn., to 
participate in the regional conference of 
southern trust companies. 


3 
i 
é 

= 


March, 1928 AMERICAN BANKERS ASSOCIATION JOURNAL 


ILLINOIS 
MERCHANTS 
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HE ILLINOIS MERCHANTS BANK 

Building,Chicago,is equipped with 

| Johnson Heat Control: 1600 John- 

son Thermostats controlling 1810 

radiator valves, in the bank’s quarters and 

tenant offices of the building. O| There are 

191,000 square feet of radiation. The fuel 

‘ cost per season is $27,000—or 14 2%91 cents 

GRAHAM, ANDERSON “SS oe! OS per square foot of radiation per season, 

OSS Q, What is your annual fuel cost per square 

Bit 7 Sa foot of radiation? What will be your sav- 

ing, as well as your greater convenience and 

comfort, with Johnson Heat Control? 

Q, Although your building is already erect- 

ed and occupied, Johnson Heat Control can 

be readily installed, without disturbing your 

business and office routine in any way what- 

soever. And a Johnson engineer will call to 

explain; or complete details will be fur- 
nished by mail. 


JOHNSON SERVICE COMPANY 


Automatic Temperature Regulation Since 1885 
Branches In AJ] Principal Cities 
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Trusteeing Life Insurance From the 
Standpoint of the Underwriter 
By JULIAN S. MYRICK 


President, National Association of Life Underwriters 


NTIL recent years, trust companies 

and banks with trust departments 

had neglected the cultivation of in- 
surance trusts. Most, if not all, of the 
trust work of policies was taken care 
of by the life insurance companies through 
the modes of settlement in the policy con- 
tracts. We must realize that these modes 
of settlement still furnish a wonderfully 
safe way to distribute, over a period of 
years, an insurance estate with small chance 
of loss or depreciation. We must, however, 
recognize the fine cooperation now being 
given by the banks and trust companies in 
advertising the values and usages of life 
insurance. 

This year has established a new high- 
water mark for the combination of life in- 
surance, trust company, and legal service 
in cooperation for the creation of life in- 
surance trusts. Trust officers with experi- 
ence and vision recognize that the best 
results follow limiting trust service to trust 
matters and not seeking to share in life 
insurance commissions or to give technical 
life insurance or legal advice. 


E deplore the licensing of bank or 

trust companies or their officers or 
employees as such to receive life insurance 
commissions. This practice should be stopped 
before it becomes widespread, otherwise it 
will tend to reduce and tear down agency 
forces. 

The organization which I represent ap- 
preciates the very fine work which is being 
done by the banks and trust companies who 
have broad vision to help educate the in- 
suring public as to the necessity of their 
having the proper amount of insurance on 
their lives, and where it is feasible to have 
the proceeds of the policies trusteed so that 
the beneficiaries will receive the proper in- 
vestment advice and protection of these 
funds. 

The trust companies and banks and the 
life insurance companies and underwriters 
have two distinct functions, and they should 
each keep on their own side of the road, 
but this does not mean that we cannot ex- 
tend to one another the fullest spirit of 
cooperation. 

The life underwriters have been seeking 
the cooperation of the banks and trust com- 
panies for a great many years, but it is 
only within the last six or seven years that 
it has been forthcoming to the degree in 
which we had hoped. We all believe that 
if this spirit of cooperation continues to 
grow that it will help to increase the sale 
of life insurance, and the life insurance com- 
panies, if they have not already realized it, 
will do so in the near future. 


N order to obtain the best possible results 
it is, however, necessary for the banks 
and trust companies to realize that they 
are rendering a bank and trust service, and 
that if they are going to throw their doors 
open to the trusteeing of life insurance 


funds, and want the life underwriters to 
bring this class of business to them and work 
for it, the life underwriters must feel that 
they are not coming into competition when 
bringing such a case to either the bank or 
trust company as such or an official of the 
institution. 

Life underwriters can help build fiduciary 
business up to a very large extent, for they 
are out soliciting all the time and come 
across the individual problems of the in- 
sured. They often see where a man has not 
made a will or has not properly arranged 
for the beneficiaries of his policies and many 
other details that would help to safeguard 
the administration of his estate, and they 
can spread the idea of a man preparing for 
all these contingencies and recommend that 
a trust company or bank be made the ex- 
ecutor or, at least, a co-executor. They 
can render many cooperative services of 
that kind which will be of help to the bank- 
ing institutions. Their cooperation will spell 
success for any organization interested in 
extending fiduciary service. 

Last year there was about seventeen bil- 
lion dollars of new life insurance written— 
about nine billion of it was on the ordinary 
plan, the balance on the industrial, group 
or otherwise. Out of this nine billion on 
the ordinary plan, it is doubtful if more 
than a billion of it could have been trusteed. 
The reason for this is that the average- 
size policy written in all companies is less 
than $5,000, and it seems to us that. it is 
hardly worth while for a man to consider 
trusteeing anything less than $25,000 unless 
he is building to a plan, and then any amount 
should be satisfactory. 


ATURALLY, the whole of this vast 

amount of life insurance will even- 
tually pass through the banking institutions 
as it becomes paid in death claims, maturi- 
ties, surrenders, etc. 

It has been said often that for the money 
which the banks and trust companies have 
been spending in advertising the idea of 
life insurance trusts, the results have been 
comparatively small, yet we submit that 
while it has taken eighty-five years for 
this life insurance idea to reach the pin- 
nacle which it now enjoys through a well- 
organized agency system, nevertheless it 
should take but a very short period of years 
for the trust companies to reap the benefit 
from their cooperative effort if it is prop- 
erly applied. 

Fundamentally, as a business policy, the 
life underwriters must feel that when they 
bring a case to a bank or trust company, 
their interests are going to be protected and 
they are not going to meet with competi- 
tion. Unless the underwriters can be as- 
sured by reason of previous contact with the 
institution or because of the good reputa- 
tion enjoyed by the institution that they 
will, in every way, be protected when once 
they introduce their clients to the trust com- 
panies, nothing useful can be accomplished. 
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Southern Trust 
Conference 


HE First Southern Trust Conference 

will be held in Chattanooga on April 20 
and 21 under the auspices of the Trust 
Company Division of the American Bankers 
Association. Trust companies and banks jn 
the nine states of Alabama, lorida, 
Georgia, Kentucky, Louisiana, Mississippi, 
North Carolina, South Carolina and Ten- 
nessee will be invited to participate 

“The First Southern Trust Conference js 
being held in recognition of the headway 
that the trust movement is making in the 
Southern States,” said Walter S. McLucas, 
President of the Trust Company Division of 
the American Bankers Association. 

“For several years the American Lankers 
Association has been requested to sponsor a 
regional meeting in the South where trust 
officers and executives of institutions sery- 
ing in trust capacities might convene to 
discuss practical problems and to consider 
the best methods for serving the Southern 
people in this important field. The calling 
of this First Conference is due to the wide- 
spread demand and the general interest 
shown by trust officers and officials of in- 
stitutions in these states. 

“An indication of the wider diffusion of 
wealth in the South is afforded by authentic 
figures which show that nearly a billion 
dollars in sizable estates was left by resi- 
dents of these nine states during the five 
years ending in 1926. This total includes 
only estates that amounted to $50,000 or 
more. If the aggregate value of the smaller 
estates were added to this total, the amount 
of wealth passed on annually would be much 
greater, of course. 

“The records of the United States Treas- 
ury Department reveal that 5149 late resi- 
dents of these southern states left estates of 
$50,000 or more during the years of 1922- 
1926, inclusive. These estates had a gross 
value of $935,702,938. 

“Concrete evidence of how fast the South 
is gaining in wealth is also given by an 
analysis of these estate returns. In 1922, 
the value of estates of $50,000 or more in 
the nine states was $149,542,963. In 1926, 
the value of the estates in this same class 
was $250,781,480. Each successive year 
during this period shows a gain in the num- 
ber and value of these sizable estates. This 
increase in the value of property to be 2d- 
ministered has been accompanied by a 
parallel growth in the number of institu- 
tions doing a trust business. As it is the 
desire of organized banking that the devel- 
opment should be sound and along the best 
lines, this Southern Conference is to be con- 
vened for a discussion of approved methods 
of handling this business and the most effi- 
cient means of extending trust services.” 

It is planned to have the Conference ex- 
tend over two days. On April 20, there will 
be a morning and an afternoon session with 
a final session on the morning of April 21. 
On the evening of April 20 there will be 
a banquet over which Mr. McLucas will 
preside. James H. Perkins, president of 
the Farmers’ Loan and Trust Company of 
New York, will make the principal address 
on that occasion. 
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Simple Convenient Labor-Saving 


Balance in Bank 
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Balance in Bank 


Reduced Size 


ADAPTABLE TO ANY NUMBER OF CHECKS ON THE PAGE 


Balance in Bank}| 4499 
Dee: 4, Cash def: 510 
Proceeds of Note IBS 
2, Collectiovhy Bank: 342106 
Dee t 1922, 3,246 
First? National Bank’ 
Stuart Grocerybeo Draft 


Mdse. Ye 


fou rnal 152, Deucher6O8 


$ 347.86 


No243 
Dee: 2, 1925. 
WAM ywordCoak Co: 
Nerember Coal Bilt 
Expense Ye 
fournal 153, Doucher 609 


No244 

Dee. 2 
Central National Banky 
Note due Dee t 
Bills, Pay. 8500. Int. 250 


for rnal 154, Doucher G10 


Pat'd. Sep.1,1925 


5O7, 50 
Balance in Bank]] 2,298|52 
Reduced Size 


The advantages of this check stub are as follows: 


1. It has a space, as no other stub has, at the top 
of the page, immediately below the Balance in Bank. 
for entering deposits. 


2. It automatically sets the deposits, totals and 
balances all in their logical positions in the same 
money column which no other check stub does. 


3. It is adapted for the double purpose of keeping 
in the check book the original record of the check data 
and a brief, auxiliary bank account to guard against 
over-drafts. 


4. Itsarrangement is so simple, so convenient and 
complies so perfectly with accountancy as to be almost 
self-explanatory. 


5. The process for keeping such bank account is 
so labor-saving that it does not require a single avoid- 


able figure or computation. Other forms require up to 
more than double its labor. 

6. As the stub serves the double purpose, it will 
relieve banks of having to provide check books with 
other than this one kind of stub. 

7. It will greatly facilitate making out an individ- 
ual’s income tax returns, as by depositing all one’s re- 
ceipts in the bank, at the time received, makes the 
stub a complete and convenient income record. 

8. So to deposit all one’s receipts in the bank is 
conducive to the depositor’s safety and thrift and is 
advantageous to the bank. 


9. To save the trouble to banks, printers can 
obtain the right to make the stub from the under- 
signed. The charge is small compared with the ad- 
vantages.’ 


The Stub Has No Equal 


Inquiries from Banks and Printers will receive prompt attention. 


Chas. T. Luthy, Peoria, Ill. 
610 W. Armstrong Ave. 


When writing to advertisers please mention the American Bankers Association Journal 
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In Florida 


Bankers sojourning in 
the South at this sea- 
son of the year will 
find much of interest 


in this fine bank and 


office structure of 


The Bank of Bay Biscayne 


Miami, Florida 


Lease complications required that 
construction be carried out in three 
sections. The photograph is the 
Architectural perspective of the 


finished building. 


Design 
Engineering 


Construction Management 


WEARY AND ALFORD COMPANY 


BANK AND OFFICE BUILDINGS 
1923 CALUMET AVENUE 
CHICAGO 


Parable of Talents 


(Continued from page 690) 
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were perfectly stable, the bond investment 
would be as safe and conservative as it is 
usually assumed to be; but the price level 
is far from stable, as is well known. So 
far as actual amount of dollars received js 
concerned, the bond presents a stable invest- 
ment, but people cannot eat dollars, nor use 
them for clothing and shelter—it is the pur- 
chasing power of the dollar’s worth of in- 
come which is of vital concern to the bene- 
ficiary of a trust and should be of concern 
to the trustee for that reason. One is not 
conserving an estate by merely conserving 
the dollar’s worth if those dollars are be- 
coming worth less and less all the time. 

Irving Fisher likes to tell the following 
story: 

“A friend of mine, a woman, was leit 
in 1892, close to this period I refer to, a 
fortune of $50,000, put in trust, and the 
interest was paid to her, about $2,500 or 
$3,000 a year. In 1920 I went with her 
to see the trustee who had been managing 
her property all those years. The trustee 
showed us how carefully he had invested— 
only in ‘safe’ bonds, not in unsafe stock, 
He said he was sorry that in one case the 
bonds had deteriorated, so that the principal 
was no longer $50,000, but $48,000. I said: 
‘I claim there has been an impairment 
of 70 per cent or more.’ He said: ‘Noth- 
ing of the sort. You can look at my books.’ 
I said: ‘I haven’t any doubt of your per- 
sonal honesty.. Then I explained to him. 
I said: ‘This lady has not been receiving 
any income. Her father put in your cus- 
tody $50,000, which represented at that time 
a certain purchasing power, so much bread 
and butter and clothes and house rent. If 
you had kept custody of that sum as real 
value in terms of human living, not merely 
as dollars, you would have the equivalent 
of it today, and the equivalent of it today 
would be over $150,000. You haven't it. 
You have only $48,000. If you had really 
conserved that fortune in actual purchasing 
power, you would not have paid her that 
$2,500. every year. You would have re- 
invested out of that a sinking fund against 
the sinking value of the principal, so as to 
keep up the value of the principal to where it 
was when it was put in your hands. But you 
would have had to invest all of that $2,500! 
Therefore I claim she has not been receiv- 
ing any income from a real unimpaired 
capital. The alleged income was all false- 
ly kept on your books—not through your 
fault—but because you have been keeping 
it by false weight and measure—just as 
falsely as if in Germany a fortune of 50,- 
000 marks in 1920 had been called as large 
as 50,000 marks in 1892” He said: ‘It is 
not my fault. I said: ‘No. But for 
heaven’s sake, you people who are keeping 
fortunes of widows, orphans, colleges, hos- 
pitals, and churches, can’t you be interested 
in something more than whether it is your 
fault or not? Can’t you be interested in the 
great social effort of preventing these 
widows and orphans and hospitals and col- 
leges from being robbed? This woman's 
income is only one-third in value of what 
it was when she began. If you had in- 
vested in ordinary stocks, she would have 
been richer rather than poorer, because the 
stockholders of this country have been win- 
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ning what she as a bondholder has been 
losing.’ ” 


Convert Into Terms of 
Real Income 


UPPOSE we examine the way in which 

the market value of stocks are deter- 
mined in terms of dollars and convert the 
expression into terms of real income. 

If each annual income is divided by the 
prices of things which it will buy, the re- 
sult is the number of things contributing 
to necessities, comforts and luxuries that 
income will buy. This will mean that the 
fluctuations which occurred in that income 
due to changes in the value of the dollar 
will be cancelled out and the resulting real 
income is relative, stable and may be rough- 
ly represented by a constant. That is, rela- 
tively constant in real income, assuming a 
diversified list of stocks. The principal fac- 
tor left to cause fluctuations in the income 
on stocks is the uncertainty of business; but 
that uncertainty may be overcome by proper 
diversification. Thus it is concluded that 
much of the apparent instability of stocks 
is actually stability in terms of real income, 
and that stability is concealed by the fact 
that the dollar income fluctuates to accom- 
modate itself to changing value of money. 

In the same way, it is possible to analyze 
the bond values and income. If each peri- 
odic interest payment is divided by the 
prices of the necessities, comforts and lux- 
uries of life, the result is the amount of 
those things that interest money will buy— 
and if prices rise, that interest will buy less 
and vice versa. Thus, viewed in terms of 
livelihood, the market price and the interest 
income on bonds is highly speculative and 
fluctuates to the extent that the price level 
fluctuates, which is known to be greatly. 
Thus the equation for the present worth of 
a bond and for its periodic interest pay- 
ments in real income are variable and not 
stable. Much of the stability of bonds is 
concealed instability, concealed by the fact 
that it remains a given dollar’s worth due 
to the nature of the contractual agreement 
—but that given dollar’s worth fluctuates in 
terms of real income with the changes in 
the value of money. 

In terms of real income, then, the factors 
causing a rise or fall in purchasing power 
present worth or real income of stocks and 
bonds may be summarized as_ follows: 
Stocks—(1) Success and growth of enter- 
prise, (2) the interest rate. Bonds—(1) 
Changes in the price level, (2) the interest 
rate. 

It is only in periods of great economic, 
political or social upheaval that the capi- 
talization rate fluctuates to any great extent, 
and, anyway, it affects both stocks and 
bonds and consequently does not enter as a 
consideration in determining which of the 
two is the more speculative in terms of real 
income. The question is which chance is 
better—success and growth of enterprise in 
a progressive and growing civilization of 
world-wide extent, or a fall in general price 
level. A purchaser of a diversified list of 
stocks makes the bet that business will pro- 
gress and succeed and make profits. <A 


purchaser of bonds makes the bet that the 


price level will decline, in which event his 
fixed dollar income will become worth more 
in terms of real income. Which makes the 
better bet? 


C Ihey will Fail | 


Their own weapon will defeat them 


The cutting torch—until now the bank robber’s 
strongest weapon—is worse than useless against a 
modern Diebold bank vault door. 


The heat of the torch actually locks the door more 
tightly, making forced entry impossible. 


Diebold does not depend alone on special-alloy plates 
for protection against the cutting torch. Further 
protection is provided by an exclusive Diebold in- 
vention which jams the locking bolts when the first 
attempt is made to penetrate the door. 


So effective is this device that Insurance Underwrit- 
ers grant a reduction in burglary insurance rates 
for doors thus equipped. 


The Diebold Thermatic Locking Device is obtain- 
able on all Diebold bank vault doors if specified 


when the door is ordered. 


DIEBOLD SAFE & LOCK CO. 
Canton, Ohio 


Direct Factory Representatives in all Principal Cities 
Factory and General Offices: Canton, Ohio 
Export Office: Canton, Ohio, U. S. A. 


IEBOLD SAFE 


ASK YOU R. BAN KLE R. 


| 
| 


Capital, Surplus and Profits 


AMERICAN BANKERS ASSOCIATION JOURNAL March, 1928 


“Duly addressed 


and deposited in 
the post office—”’ 


Do you give no more thought 
to the collection of out-of- 
town items than the quoted 
language of the law requires 
the notary to give to notices 
of dishonor? 


Mail matter sent to us is 
called for at the Post Office 
at frequent intervals by day 
and night. Collections are 
forwarded promptly to place 
of payment or through not 
more than one intermediary. 


See that your important 
collections and trouble- 
some cash items are “duly 
addressed” to this bank, and 
thus secure the advantages of 
our continuously operating 
transitand collection service. 


All items received at par. 


THE 


PHILADELPHIA-GIRARD 


NATIONAL BANK 
PHILADELPHIA, PA. 


... $29,000,000 


Another Speculative 
Contingency 


UT it must be borne in mind jn this 

connection that the rise in the vyalye 
of bunds in terms of real income due to a 
falliug price level is accompanied with an- 
other speculative contingency—that is, the 
likelihood of widespread inability on the 
part of indebted enterprises to pay their 
fixed charges and resulting reorganizations 
and recapitalizations. The decade of the 
Nineties, after a protracted period of de- 
clining general prices, was an era of re- 
capitalization and reorganization during 
which many bondholders found themselves 
forced to reduce their contractual claims 
upon enterprise and accept preferred stocks 
or less favorable contracts in the form of 
income bonds and bonds bearing a lower 
contractual rate of interest. Thus the little 
advantage that the bondholder has when 
prices fall (due to the increasing purchasing 
power of the fixed dollar income) is likely 
to be taken away from him. 

In a period of stable price level, bonds are 
perhaps the least speculative, and in a period 
of slowly declining price level, bondholders 
reap an advantage, providing the decline of 
prices is not sufficiently rapid or long sus- 
tained to cause recapitalization of enterprise 
and reorganizations, thus forcing the bond- 
holders to take less favorable contracts. The 
price level, then, constitutes a variable which 
is unknown in advance, hence introduces a 
situation into the investment problem which 
is unavoidably speculative. The course of 
events is unpredictable. The only practical 
solution to the problem is proper diversifi- 
cation between stocks and bonds. Experi- 
ence only can teach what is “proper diversi- 
fication”; but there are times when it is 
quite evident that we are in a period of 
rising price level, and proper diversification 
at such a time would include a somewhat 
larger proportion of stocks in the invest- 
ment of trust funds than would be so ina 
period of evident falling prices. 

There are other reasons why trustees, and 
particularly corporate trustees, should launch 
a campaign for a change of legislation which 
would permit the carrying out of an invest- 
ment policy such as that indicated. 

In the first place, it is conceivable that 
if the corporate fiduciary does not devise 
some plan to meet this need for purchasing 
power of real income—accountability on the 
part of trustees, in preference to dollar 
accountability, the investment trust as a new 
and separate institution will become a men- 
acing competitor of the corporate fiduciary 
in the field of personal trust service. Fur- 
thermore, so long as trustees merely are 
accountable for dollars’ worth of estate and 
not for real income, the life insurance busi- 
ness is an active and real competitor in the 
field of personal trust services. 


The Field of Permitted 
Investments 


N the second place, with a rapid expan- 

sion of personal trust business, it will be 
increasingly necessary to broaden the field 
of permitted investments for trust funds. 
A trustee is unable to choose the time when 
he will make an investment. He must buy 
when he has the funds, because the bene- 
ficiary needs the income, and the courts will 
not justify the retention of uninvested cash 
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for any great length of time even to obtain 
a better market in a particular type of bonds. 
Thus the range of choice for trust invest- 
ments is even narrower than the law appar- 
ently makes it, because there are times when 
it is most unfavorable to buy bonds, and 
such times usually occur when it is a favorable 
time to buy stocks. 

In the third place, because of the nature 
of banking and life insurance business, where 
the liabilities are in dollars, such institutions 
are tremendous buyers of bonds and other 
contractual obligations. This tends to create 
an artificial demand for such securities at 
all times, and such demand is further in- 
creased by the fact that the trust companies 
are now forced to enter that market for 
securities for trust funds. Thus the price 
of the contractual type of securities is bid 
up higher than it otherwise would be, and 
the yield is correspondingly lower. With 
an increasing shifting of funds from indi- 
vidual hands to trustees for investment, this 
tendency will be aggravated, and while trust 
companies are struggling to increase their 
personal trust business, there would be a 
tendency to prevent growth due to the fact 
that the yield obtained on invested trust 
funds would decline. 

Finally, the corporate fiduciary as a pro- 
fessional trustee must have in mind not only 
the affairs of a single trust, but it must 
have regard to its reputation as a profes- 
sional fiduciary. This leads to an ultra- 
conservatism on their part. At the present 
time the criterion of adequate trusteeship 
is fixed by the law in terms of dollars 
rather than real income. While the trustee 
might well afford to pay a sum involved 
in a loss to a particular estate, it must win 
all cases which might arise against it in 
order to keep its record clear. For this 
reason the trust company tends to lean over 
backward, in its obedience to the law con- 
cerning the investment of trust funds, be- 
cause then if there is a loss to the trust 
fund, it has a clear case in court in its 
favor. This is true even in the cases of 
trusts where the trust company is given dis- 
cretion by the grantor. Thus there is a 
tendency for the corporate fiduciary to “bury 
the talent of gold” in contractual securities 
or bonds, giving to the beneficiary the 
smaller income of a passive capitalist in- 
vestor rather than to undertake its trustee- 
ship in a more constructive manner and gain 
for the beneficiaries the larger income of 
an active capitalist or enterpriser. The para- 
ble of the talents depicts what trusteeship 
should really mean. At the present time 
the law protects the corporate fiduciary if 
it conserves dollars. The law should be 
changed so as to protect the corporate fidu- 
ciary only if it conserves real income or 
human livelihood. 


New Book 


THE BUILDING AND LOAN ASSOCI- 
ATION. By Robert Riegel and J. Rus- 
sell Doubman. Published by John Wiley 
& Sons, Inc., New York. 320 pages. $3. 


This is a treatise covering the entire 
range of building and loan association work, 
including organization, operation, loans, ac- 
counting and advertising. Characteristic 
Plans of operation are outlined. 
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The Choice 
of Those Who 


Discriminate 


Makers of fine 
chairs for over 
half a century 


Milwaukee Chairs are selected by those who value them 
for their distinction—their true worth and utility. 


One only has to look into the offices of great banks and 
commercial institutions to notice the predominance of 


Milwaukee Chairs. 


There must always be a leader in every field, and Milwau- 
kee Chairs have filled the leadership role in the field of 
finer, more dignified, more substantial chairs for the past 
fifty years. 


That is why these famous chairs continue to win favor in 
all parts of America. 


Milwaukee Chairs, in many styles and designs, give you a 
wide variety from which to make a selection. Photographs 
suitable for your needs will be gladly submitted—without 
obligation. Write to The Milwaukee Chair Co., 6245S. Mich- 
igan Ave., Chicago, and a representative will call on you. 


MILWAUKEE 


CHAIRS 
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ThenewSafeguard Speed Model 
is the fastest check writing ma- 
chine ever devised to give com- 
plete protection, 

Checks written with the Safe- 
guard are automatically triple- 
protected. 


1. WritesEX ACT amount inWORDS. 


2. AUTOMA 


Payee’s Name. 


\\ 
Thesame operation that writes out the amount 


in acid proof red ink, shreds the Payee's Name 
and the amount as written in figures. It’s 
automatic —" You can’t be Careless with a 
Safeguard,” 


3- Amount is ALWAYS written in 
ONE line, full width of check; elimi- 
nates danger of raising by additions. 


THREE FOLD 
PROTECTION 


WRITER 


SEE IT DEMONSTRATED 


at leading Stationers and 
ffice Equipment Dealers 
Manufactured by 


SAFEGUARD CHECK WRITER CORP. 
LANSDALE PENNSYLVANIA 
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The Local Fiduciary Association 


HENRY N. ANDREWS 
Trust Officer, The First National Bank of Boston 


HAT purpose does the Corporate 

Fiduciary Association serve in the 

development of fiduciary business? 
Is it worth cultivating and encouraging? 
Do the results attained warrant the effort 
involved? These are pertinent questions 
worthy of more than passing consideration. 
As our Boston association is quite vigorous 
and is receiving hearty support from prac- 
tically all of the local and nearby banks 
and trust companies—having an attendance 
of from 100 to 125 trust officials at its 
monthly meetings—and as it has had the 
pleasure of being host to leading men of 
the business, legal and insurance world, we 
may be able to throw some light on this 
question. 

It will be apparent, by very little reflec- 
tion, that the corporate fiduciary service is 
now approaching its full manhood. Will we 
measure up to the high demands of the 
opportunity? Not if we limit ourselves to 
the mechanical cut-and-dried routine which 
is incident to our, as well as most other, 
professions. We must visualize our short- 
comings and the future demands and ca- 
pacity of our vocation, and adjust our ac- 
tivities accordingly or we shall not progress, 
but suffer the boomerang of caustic and 
well-deserved criticism coming at a time 
when it will be most difficult to put the 
house in order. Now, while we are com- 
paratively young, is the time to set up our 
standards of conduct. 


HILE our business is competitive, and 

each of us should give his best efforts 
to our respective employers, we must not 
lose sight of the fact that, from the view- 
point of our clients, a flagrant misstep by 
one of our associates will inflict its odium 
upon the most efficient and otherwise worthy 
contemporary. In our scramble for busi- 
ness, therefore, we have the perhaps un- 
usual situation of being truly our “brother’s 
keeper’—we cannot afford, even from our 
own selfish viewpoint, to allow any cor- 
porate fiduciary to lower our standards or 
to cast unwholesome reflections upon our 
profession. Peculiarly, we must to a greater 
extent than most any other vocation rise or 
fall en masse. 

I know that every trust official must at 
times have the same sensation which occa- 
sionally comes to me—the stupendousness of 
our task, the demand for rendering the high- 
est type of unusual service, the variety and 
complexity of our duties, and the sacred- 
ness of the trust imposed upon us. To 
carry on a person’s estate after he has de- 
ceased and is not here to keep an oversight 
over us is truly a “trust.” Can we give 
too much attention to our standing in the 
community and to our good will? 


HAT purpose can the local corporate 

fiduciary association serve in the gen- 
eral program? Primarily, of course, our 
motive is the enhancement of our general 
knowledge of our specific life work. But 
in the process of this development the asso- 
ciation is an invaluable adjunct in the fos- 


tering of a closer and clearer relationship 
with our leading business men, attorneys 
probate judges, insurance brokers and men 
of that type. It is imperative, in order to 
reap the full benefit of our activities, that 
we have the respect, good will and coopera- 
tion of the leaders in the professions re- 
ferred to. We must inculcate in them a 
full understanding of what we are doing, 
It may be a slow and tedious task, but we 
must pursue it persistently. Our greatest 
hope for vigorous growth lies in our ability 
to work hand in hand with those leaders in 
the molding of American opinion. Don't 
let us fool ourselves in the belief that we 
have the unqualified good will and respect 
of all of the leaders in the professions 
named. In many cases their attitude is one 
of slight suspicion and jealousy. Here is 
where the association can serve its purpose 
admirably. It can bring these forces to a 
common understanding of each other’s bene- 
fits. After considerable persuasion we ob- 
tained the consent of one of the leading cor- 
poration executives of the country to ad- 
dress us as to what he expected of his ex- 
ecutor and trustee. A copy of his address, 
which he gave to the writer two days before 
the meeting, showed that he had a flagrant 
misconception of the manner in which trusts 
were administered as to the investment of 
their assets. He thought all corporate fidu- 
ciaries traded back and forth with their 
bond or selling departments, with the ulte- 
rior motive of reaping frequent trading com- 
missions, and he bitterly attacked corporate 
fiduciaries from that point of view. After 
some discussion he was glad to recede and 
amend his notes, insisting, however, that to 
his personal knowledge a great many of his 
associates in the upper strata of the busi- 
ness world held that opinion. 

That incident was valuable to us. We 
should, by every proper method, set the pub- 
lic right on that point, because if the lead- 
ers in our industrial world are being mis- 
led in that respect, what should we expect 
from the ordinary business men? Before his 
meeting with us, this executive also was 
firmly of the opinion that he desired only 
individuals as his personal representatives. 
After our meeting he believed a corporate 
fiduciary as co-executor and co-trustee was 
the most businesslike arrangement. 


NE of our most promising young attor- 

neys, who makes a specialty of pro- 
bate matters and who is the author of one 
of our standard probate works, was frankly 
averse to the use of corporate fiduciaries. 
He was invited to address us, was very 
favorably impressed with our apparent 
knowledge of our business and our great 
interest and enthusiasm in our work. He 
is now one of our best friends. 

We have had several of our probate judges 
address us. In some instances they have 
accepted only after several invitations, and 
then reluctantly, but the meetings have al- 
ways been fruitful and have cleared the 
atmosphere of doubts and slight misunder- 
standings on both sides. Let us, by all 
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means, respect and honor the courts, see 
that our duties before them are not slighted 
or detailed to immature clerks not con- 
yersant with probate practice. It has been 
the writer’s pleasure to introduce several 
probate judges to our method of account- 
ing, and in each case they have manifested 
pleasure and surprise at the thoroughness of 


our work. 

We can do a great deal of missionary The lightest 
work with members of the Bar. No lengthy Papers and en- 
argument is necessary to show that often 
they look upon us as “poachers,” and this velopes avail. 
phase of what might be called our social able for this 
status needs our best efforts. Have the rapidly devel- 

; address the local fiduci ia- 
leaders address uciary associa oping branch of 


tion and specifically ask the speakers to 

advise us as to our shortcomings and tell us modern corres- 
how we can be of greater mutual assistance. pondence. 

There is work enough for all, for only about 

20 per cent of those who should do so have 

attended to the important duty of making 

a will. In its advertising, the corporate 

fiduciaries can encourage the use of attor- 

neys’ services in this respect. In Massachu- 

setts we have had to combat each year a 


legislative bill to estop corporate fiduciaries foreign 


from advertising. 


NE of the best ways of creating a | / correspondence 


closer relationship with members of 


the Bar is to encourage co-executorships and Where bulki- 

co-trusteeships with them. We have a par- \ ; 

ticularly large trust where one of the high- i, i ness is A disad- 
vantage, Esleeck 


est officers of our Bar association is co- 


trustee. Before his affiliation with us, I sie 2 Thin Papers can 
noted a somewhat cold indifference in his 

attitude toward corporate fiduciaries. After Z ‘ — used profit 
several years of close association, I know a hy , ably on all types 

of export corres- 


that he is one of our best friends and would, 
without doubt, be of great assistance to us 
in any emergency which might arise in the 
future. 
At least one meeting a year might profit- 
ably be given up to an address by some 
life insurance authority. It cements the 
close relation and friendliness between cre- 
ators and administrators of estates. These 
men who are constantly meeting the public 
should be encouraged to be our allies. In- Oxts 
vite the leaders in the profession to the ice 
meetings of the local corporate fiduciary 


association. Correspondence 
Our relations to one another cannot be that runs up the 

overlooked. The better acquainted we be- Postage bill 

come with each other, the more liable we There's more 


are to see the other’s viewpoint, and we do 


not have the same hesitancy in approach economy in Thin 
as we would have if the acquaintance had Papers oF Quality. 


not been made. 


It is well to remember also that some- 6 
Send for “FACTS ABOUT THIN PAPERS’? 


times the real bankers look upon trust de- 
partments as necessary evils. It is, there- “- an interesting booklet 


fore, suggested that an outstanding banker 
be invited to address the association upon its 
relation to the other departments and tell 
the trust officials how the trust company 


department can be of greatest assistance in 


the big scheme of banking. ba 
Meet suspicion by welcoming constructive 
criticism; assist those from whom assistance 


is desired; seek cooperation and harmony 


with those directly or indirectly laboring 
in the same field, put fiduciary service on ESLEECK MANUFACTURING co. 
its proper high standard. The Corporate Turners Falls, Mass. 

Fiduciary Association is the medium through 


which these objects can be best effectuated. 
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Resources 


Half a Billion 
—and More 


Back ot these resources 
is a volume of business 
that bespeaks satis- 
faction to customers. 
The size and character 
of the resources indi- 
cate safety of deposits 


CONTINENTAL 
NATIONAL BANK. 


& TRUST COMPANY 
OF CHICAGO 


New Books 


THE ART OF ARGUMENT. By Harola 
A. Graves and Carle B. Spotts, of the 
Pennsylvania State College. Published by 
Prentice-Hall, Inc., New York. $2. 
This volume offers a concise treatment of 

the principles of practical argumentation and 
includes exercises intended to make it easy 
for the reader to apply what he has learned 
of the principles. It shows the young busi- 
ness or professional man and woman how 
to build effective and substantial arguments 
on a wide range of subjects. The publishers 
announce that the material and arrangement 
of the book were developed over a period 
of several years. 


ALADDIN U. S. A. By Ernest Green- 
wood, with an introduction by Thomas A. 
Edison. Published by Harper & Bros., 
New York. $2.50. 

This is an interesting record of the won- 
derful accomplishments of electricity and of 
the way it has contributed to American pros- 
perity and progress. After a review of the 
development of the electrical and power in- 
dustries, the author goes into a discussion 
of hydroelectric problems of today in this 
country and the development of water power 
with its attendant political issues. He sets 
forth the attitude of the Republican and 
Democratic parties on this subject, and states 
the attitude of the industry itself. In addi- 
tion to the introduction by Mr. Edison there 
is a foreword by Owen D. Young. 


1928 TAX DIARY AND MANUAL. Pub- 
lished by Prentice-Hall, Inc., New York. 
$5. 

As its title tells, this is a compendium of 
tax information containing an outline of all 
important taxes, except general property 
taxes, and all important tax dates for the 
forty-eight states of the country, the Fed- 
eral government and the District of Colum- 
bia. The inheritance tax tables and charts 
probably will be of especial help to insur- 
ance salesmen, attorneys and accountants 
who are engaged in the course of their work 
in the settlement of estates. There are sum- 
maries of state income taxes on individuals 
and the outlines of state taxes on corpora- 
tions as well as much other valuable in- 
formation. 


RECORD OF FAMILY EXPENDI- 
TURES. By the Bureau of Home Eco 
nomics, United States Department of 
Agriculture. 50 cents. 


Banks which do not have their own budget 
consultants may do their depositors a favor 
by referring them to this household account 
book, which may be obtained from the 
Superintendent of Documents, Government 
Printing Office, Washington, D. C. The 
compiler is Mrs. Chase G. Woodhouse, who 
for two years tested various methods of 
keeping family budgets and embodied the 
results of these practical tests in this book. 

Blanks for recording various classes of 
goods and services used in the home are 
brought together in loose-leaf form so that 
any family may discard or add according 
to its particular needs. 
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Bad Checks 


Continued from page 700) 


WPA ff 
Whig If. 
THA \ 


STOCK CLEARING CORPORATION 


in many notable and laudable things, and in 
this instance their legislature—with the ex- 
ception of Kansas which has a similar stat- 
ute—has gone further than other states in 
attempting to remove the bad check evil. 
In nearly all of the states the bad check 
statutes make intent to defraud an essen- 
tial element of the offense. Now that the 
worthless check statute has been judicially 
declared constitutional in North Carolina, 
it is a warning in that state not only to 
“check flashers,” but more particularly to 
all unsuspecting business men unfamiliar 
with the law. Honest men who might 
in good faith knowingly give a worth- 
less check must now realize that the of- 
fense is a public nuisance which will ulti- 
mately result in financial loss. The public 
have heretofore recognized that intent to 
defraud is an essential element of the crime 
of uttering a bad check. This new statute 
comes as a surprise in that no such intent 
need be established. 


Trustee’s Need 
(Continued from page 694) 


urged by ultimate beneficiaries to stress ap- 
preciation. We shall be urged by life tenants 
to obtain a higher income than is compatible 
with our duty to preserve the principal. We 
shall be pressed to consider the changing 
purchasing power of the dollar and to in- 
vest our trust funds to keep pace with this 
changing value. We shall be asked to buy 
common stocks. Some of us are buying 
stocks for our trust funds now. Others of 
us possibly would like to do so and obtain 
that appreciation of principal that we are 
told will, over a period of years, result 
from the purchase of common stocks. Hav- 
ing full powers of investment, we shall be 
asked what our attitude is toward the stocks 
of the so-called investment trusts. These 
and many other questions must necessarily 
be answered if we act under an instrument 
giving us full powers of investment limited 
only to the rule of the reasonably prudent 
man under similar circumstances. 

Should we then seek to submit ourselves 
to vexatious problems by advocating to pros- 
pective creators of trusts or prospective 
testators that we as trustees be given full 
powers of investment? I believe that we 
should. I feel that our duty toward our 
prospective trustors demands that we urge 
them to give us a wide latitude over invest- 
ments and the opportunity of meeting chang- 
Ing investment conditions. I would, how- 
ever, again point out with added emphasis 
that our first duty is not to secure appre- 
ciation in but to conserve the value of the 
trusts in our care. 


Many readers have written to us asking 
for copies of the JouRNAL cover pictures 
for framing. One banker suggested that 
last month’s cover picture, “The Old Note 
and the New Car” ought to be framed and 
hung in every bank where the customers 
might see and be influenced by it. But no 
copies are made without the name and the 
Price, and to provide framing copies would 
entail an unwarranted expenditure. 


Brokers names furmshed on request 


NEW YORK 


BLA ZING NEW TRAILS 


IN THE BROKERAGE BUSINESS 


O far as we know the iorms illustrated above and 
below blaze new trails in a field closely allied to 
banking and are suggestive of what may be ac- 


complished through the Mani-Fold Method. 
This is the first time that a Bought and Sold form 


for a brokerage house has been combined with their 
blotter. In addition to the time that is saved by the 
elimination of the inserting carbon paper, this form is 
unusual in that the writing of the form itself is com- 
bined with the blotter, saving one full operation and at 
the same time insuring accuracy on all entries. 


Yet this special Mani-Fold Method Continuous 
Form is used on a regular Underwood Fanfold Billing 
Machine. 


Write to-day for a copy of “Mani-Fold Advantages” 
and full details of this form, as well as direct applica- 
tion in the banking business. 


THE MANI-FOLD COMPANY 


Division of the United Autographic Register Co. 
13322 COIT ROAD CLEVELAND, OHIO 
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BANK, to offer com- 
plete security to its 
clientele, must be protected 
against loss at all times. 
To this end the most mod- 
devices are 


ern, scientific 


employed; constant  vigi- 
lance is exercised. Losses, 


however, still occur. 


The broad coverage of our 
Blanket bond 


offers you protection not 


Banker’s 


otherwise obtainable. 


May we have our agent in 
your city give you the facts? 


United States Fidelity 
and Guaranty 


Company 


BALTIMORE, MARYLAND 


Over 8,000 Branches and Agencies 
in United States and Canada 


The Succeeding Trustees 
(Continued from page 698) 


to sell securities on a falling market, it 
should as a practical matter keep such rec- 
ords of its doings that a dozen years after 
the occurrence of the events it can show that 
it made the investigation and exercised its 
judgment. The ability to prove that it did 
the right thing is as a practical matter fully 
as important as the doing of the right thing. 
A corporate fiduciary can take little consola- 
tion from the knowledge that it did the 
right thing, if at the same time it has to 
pay damages because it cannot prove as a 
fact that it did it. It is easy enough for a 
corporate fiduciary to keep records of its 
affirmative acts. If it sells securities it al- 
most necessarily has a record of the sale. 
If it decided not to sell them it is not so 
easy to keep a record of the decision. It is 
the negative decisions that cause the most 
trouble. A corporate fiduciary which man- 
ages only a few trusts of small size ought 
to have little difficulty in keeping records 
of its negative decisions as well as of its 
affirmative acts. But a corporate fiduciary 
which manages hundreds of trusts aggre- 
zating millions of dollars must make a great 
many decisions—both affirmative and nega- 
tive—every day, and if it would avoid hav- 
ing its records rival in volume those of a 
county clerk in a metropolitan district and 
at the same time include all negative deci- 
sions made by it, it must indeed have a 
most perfect system. 

The problem of keeping proper records is 
a hard one. It is a simple thing for a law- 
yer who wants to have available the best 
possible evidence in order to defend suc- 
cessfully all suits against his corporate fidu- 
ciary client to say that records of every- 
thing should be kept, but it is quite a dif- 
ferent thing for that corporate fiduciary’s 
executive officers, who are charged with the 
duty of keeping its complicated machinery 
in action, to follow that advice. 

Each trust department has its own way of 
carrying on business. A trust department, 
like other departments of a bank, is under 
the general supervision and control of the 
board of directors, but a board consisting 
of thirty-five or forty men, most of whom 
are actively engaged in their own business, 
and do not give anything like their full time 
to the affairs of the bank, cannot be ex- 
pected to give constant attention to man- 
agement of the trust department nor can 
such a board as a whole be expected to 
give sufficient time even to pass upon such 
important matters as the investment of the 
trust funds. Consequently the active super- 
visory management of a trust department is 
usually vested in a committee—called vary- 
ingly an executive committee, a trust com- 
mittee or an investment committee. The 
composition of this committee varies as 
much as its name. Some such committees 
are made up of directors who serve for a 
few months and then give way to other di- 
rectors, so that no one director serves more 
than a few months in several years. Other 
such committees are more permanent in their 
personnel and are made up of directors who 
are also officers of the bank and who give 
full time to its affairs. In other institu- 
tions such committees include no directors, 
but are made up wholly from the senior 


executive officers of the bank. Another 
theory—and one which has obvious advyan- 
tages—puts on the committee two or three 
directors who are among the senior officers 
of the bank and two or three of its execy- 
tive officers who are not directors. It js 
usually a committee of this kind which es- 
tablishes the general policies of the depart- 
ment, which fixes the classes of securities 
approved for investment, which determines 
the rules for insuring proper diversification 
of investments, and which sometimes lends 
the names of its members for advertising 
purposes in order that the public may know 
the manner of man who burns the midnight 
oil in order to determine whether the widow's 
mite shall be invested in Liberty Bonds or 
deposited in a savings bank. But the com- 
mittee at best can deal with trust depart- 
ment matters only in the large, and it js 
the executive officers of the department upon 
whom fall the duties of actually carrying 
on the business of the department. It is 
they who—always within the limits estab- 
lished by the committee—direct the purchase 
of securities for the different trust estates 
and make the daily decisions with respect 
to selling or not selling securities held in 
the trusts. It is they who have the personal 
contacts with the beneficiaries. 

Then there is usually the statistical de- 
partment charged with the job of gather- 
ing up-to-date information about all cor- 
porations, any of whose securities are held 
in any of the trusts, and the liaison officers 
whose duty it is to see that everything 
which is known by anyone in the trust de- 
partment is known by everyone in it. 


Each Must Work Out Its 
Own Salvation 


SYSTEM which would make a record 

of every decision not to act, as well as 
to act, in so complicated an organization as 
a trust department would probably clog the 
wheels of progress to such an extent that 
the organization would soon have a reputa- 
tion for devoting itself to the form rather 
than the substance of business. Obviously, 
no standardized system of records will sat- 
isfy the varying requirements of different 
trust departments. Each must work out its 
own salvation. But a vital principle of any 
good system is that the records shall speak 
the truth. Any attempt to make the records 
show, or any system which permits the rec- 
ords to show, that decisions—affirmative or 
negative—have been made by any person 
other than the person who in fact made 
them is worse than useless. It is positively 
dangerous. In a bank located near the Pa- 
cific coast there is an investment committee 
composed of the three senior officers of the 
bank. It is a rule that not a penny of trust 
funds shall be disbursed for any purpose 
without the knowledge and written approval 
of a member of this committee. The bank 
has a large trust department. Its trust offi- 
cers, who in fact make the decisions with 
respect to ordinary disbursements, are con- 
stantly sending messengers about the bank 
in pursuit of a member of the investment 
committee in order to get him to initial a 
paper authorizing the trust officers to pay 
out money. The members of the committee 
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who are busy on other matters rarely even 
inquire what it is all about before initialing 
any paper presented to them and purporting 
to come from a trust officer. The practice 
is based on the theory that if need be the 
members of the committee will be able to 
assume responsibility for every decision with 
respect to which they have initialed a paper. 
Any trial lawyer in a five minute cross-ex- 
amination could readily disclose the futility 
of the practice and discredit the officers who 
initialed papers under such conditions. 

No hard and fast set of rules can be laid 
down for establishing a satisfactory system 
of records in a trust department. A few 
guiding principles only have general appli- 
cation. The records should be records of 
actual happenings. They should be as com- 
plete with respect both to affirmative and 
negative happenings as is consistent with the 
department’s properly meeting the demands 
for service which are made upon it. They 
should be kept with a view to use not only 
in the ordinary business of the department 
but as well for self-defense in case of at- 
tack by lawsuit or otherwise. 


Rights Under Wills After 
Bank Mergers 


HIS is an age of bank consolidations 
joer mergers. The prevailing notion is 
that to be successful and useful a bank must 
be big. So little banks are trying to become 
big banks and big banks bigger ones. _And 
the easiest way for a bank to become bigger 
seems to be to buy another bank and to 
weld it onto the first bank in such a way 
that its business becomes part of the busi- 
ness of the first bank. This is also an age 
when a good many people make wills and 
live for a good many years after they have 
made them. If a person makes a will nam- 
ing as his executor and trustee a trust com- 
pany or a national bank and then lives long 
enough it is a pretty safe bet that the trust 
company or national bank which has been 
so named will be merged into or consolidated 
with some other bank, so that when the 
testator dies there will be no bank in active 
business bearing the name of the bank which 
he appointed as his executor and trustee. 
Has the bank which has acquired the busi- 
ness of the bank which was named in the 
will the right to be appointed executor and 
trustee? The question has already arisen a 
number of times and in a number of states, 
and it is likely to arise more frequently in 
the future. 

A few years ago a man made a will 
naming the Morton Trust Company as an 
executor. Before he died the Morton Trust 
Company was merged into the Guaranty 
Trust Company under the provisions of the 
New York Banking Law, and upon the death 
of the testator the Guaranty Trust Com- 
pany sought appointment as an executor. 
The New York Court of Appeals held that 
the designation of the Morton Trust Com- 
pany as executor created an inchoate inter- 
est which passed to the Guaranty Trust 
Company by the terms of the merger statute 
and that the Guaranty Trust Company was 
entitled to appointment. A similar result 
has been reached in Pennsylvania and in 
Illinois. But the Massachusetts court has a 
different point of view. Not long ago the 
Commonwealth Trust Company was con- 
verted into the Commonwealth National 
Bank, and the Commonwealth National 


When economy 
becomes expensive 


FTER carrying a Bankers Blanket Bond for 
three years and having had no losses, a large bank 
in an Eastern city concluded that a less expensive 
form of protection would satisfy its requirements just 
as well. So it replaced its Blanket coverage with a 
Schedule Fidelity Bond, thereby effecting an appar- 
ent annual saving of $1133. 


In the following year (1927), however, instead of 
pocketing a saving, the bank had to absorb a net 
loss of $97,550 when its cashier, who had been 
bonded for $10,000 under the new arrangement, was 
found to be short $107,550. 


What about YOUR protection ? 
Was it “‘tailored’’ to fit your individual require- 
ments, or is it a ‘‘ready-made’’ coverage that may 
be giving you too much protection against one 
hazard and not enough against another ? 


Are you actually obtaining all the protection to 
which you are entitled for the premium you are 
paying? Are your bonds and policies up-to-date 
in form, as well as in amount? 
Advice without obligation 

The Fidelity and Deposit Company specializes in 
bank protection. Upon request to the Home Office, 
the Company will gladly arrange to have one of its 
picked men call upon any bank interested in having 
an expert and unbiased a concerning its present 


protection against the dishonesty of employes and 
the attacks of criminals. 


Banks which avail themselves of this advisory ser- 
vice will be placed under no obligation whatsoever. 


FIDELITY AND DEPOSIT 
COMPANY 


0 of M. aryland 


BALTIMORE 


Fidelity and Surety Bonds—Burglary and Plate Glass Insurance 


Representatives Everywhere 


An American company providing the best possible protection for American banks 
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(Ad No. 14 in a series on Business Mortality) 


CREDIT LOSSES 


Increase for 4th 
Consecutive Year! 


23,146 firms in the United States failed in 1927, 
compared with 21,773 in $926, 21,214 in 1925, 
20,615 in 1924, and only 18,718 in 1923. 


Whatever the causes are — 
prices and smaller profits,” 
“poor collections’—they can’t be con- 


tion,” 


“lower commodity 
“keener competi- 


trolled. But they can be safeguarded against 


with 


American Credit Insurance 


It is possible that this heavy mortality may 
continue all through 1928. Manufacturers and 
Jobbers should be on the safe side — protect 
their accounts against such a contingency— 


eliminate worry—insure peace of mind. 
American policy is the economical, 


An 
scientific 


answer to the whole problem. 


Representative banks in all parts of the country 
are recommending this great protective service 
for safeguarding their patrons against bad debt 
losses. 


The AMERICAN 


CREDIT~- INDEMNITY Co. 


OF NEW YORK 


J. F.M° FADDEN, PRESIDENT 


Offices in All Leading Cities 


New York, St. 


Louis, Chicago, Cleveland, Boston, 


San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


In Canada—Toronto, Montreal, Etc. 


Bank and the Atlantic National Bank were 
consolidated under National Banking Law 
into the Commonwealth-Atlantic National 
Bank. Years before, a testator had named 
the Commonwealth Trust Company as the 
executor of his will. Before his death the 
conversion and consolidation of the Com- 
monwealth Trust Company had occurred 
and upon his death the Commonwealth-At- 
lantic National Bank petitioned for appoint- 
ment as executor of his will. The Supreme 
Court of Massachusetts held that it was not 
entitled to such appointment. The theory 
of the decision was that the Commonwealth 
Trust Company was a corporation organized 
under the laws of Massachusetts, that the 
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Commonwealth-Atlantic National Bank was 
a banking association organized under the 
laws of the United States, that they were 
different corporations, that the testator had 
named the trust company, not the national 
bank, as his executor and that consequently 
the national bank was not entitled to ap- 
pointment. 

Whether the view expressed in the Mor- 
ton Trust Company case in New York or 
that expressed in the Commonwealth Trust 
Company case in Massachusetts will be gen- 
erally accepted cannot~be foretold. The 
terms of the particular statute under which 
the consolidation or merger is accomplished 
will probably be the determining factor. 


Can This Be Transferred? 


F the banks which are consolidated or 

merged and the bank which results from 
the consolidation or merger are all organ- 
ized under the laws of the same state there 
is no reason why the legislature of that 
state cannot provide by statute that the en- . 
tities of the consolidating or merging banks 
shall be continued in existence in the bank 
which results from the consolidation or 
merger, and in such event there would be 
no sound legal objection as to the resulting 
bank’s serving as executor or trustee under 
a will which named one of the banks which 
are so consolidated or merged. But there 
is a great legal objection to reaching this 
result where the banks which are consoli- 
dated or merged and the bank which results 
from the consolidation or merger are not 
all organized under the laws of the same 
state. The same objections hold good where 
a state bank is converted into a national 
bank. It is hard to see how a bank organ- 
ized under the laws of one state can be the 
same corporation as a bank organized under 
the laws of another state, or, a bank organ- 
ized under state laws the same corporation 
as a bank organized under the laws of the 
United States. And as a will is ambulatory 
—utterly ineffective and subject to revoca- 
tion and change at the whim of the testator 
—so long as the testator lives, it is difficult 
to understand how a bank can acquire a 
property right—inchoate or otherwise—by 
being named executor or trustee in a will 
which can be revoked or changed at any 
time without its consent. If a corporation 
so named does not itself thereby acquire any 
property right it is puzzling to see how it 
possesses anything which can be transferred 
to or otherwise acquired by another cor- 
poration. The logic of the Massachusetts 
decision is convincing. Since that decision 
Congress by amending the National Banking 
Laws has attempted to provide that a na- 
tional bank which is the result of the con- 
version of a state bank into a national bank 
may act as executor or trustee under all 
wills in which the state bank was named as 
executor or trustee. The power of Congress 
to accomplish such a result is doubtful, and 
it is far from clear that any court which 
adopts the reasoning of the Massachusetts 
court in the Commonwealth Trust Company 
case would be induced to reach a different 
conclusion by reason of the recent amend- 
ment to the National Banking Laws. It is 
certainly good judgment for any national 
bank which accomplishes the conversion of 
a state bank into a national bank and the 
consolidation of the resulting national bank 
with itself and which has in mind in doing 
it the acquisition of the future trust busi- 
ness of the state bank so far as executor- 
ships and trusteeships under wills not yet 
probated are concerned, to make the greatest 
effort as soon as the conversion and con- 
solidation is accomplished to have persons 
who have made wills naming the state bank 
as executor or trustee execute codicils to 
their wills substituting the national bank for 
the state bank. By so doing a good deal of 
confusion and litigation may be avoided. 

In spite of the fact that a corporation has 
no soul, it is true that many a corporate or- 
ganization does have an indefinable person- 
ality. Perhaps it is merely the natural 
development from something small into 
something big. Perhaps it is the founder’s 
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conception of sound business expanded and 
enlarged under present day conditions into 
an organization permeated with his business 
ideals and strengthened by the practices, 
customs and traditions of a generation past 
and a generation present. Whatever it is, 
it is worth having. Some corporate fidu- 
ciaries have personalities of this sort. They 
are the corporate fiduciaries which serve 
their communities best and in so doing best 
serve themselves. 


Supreme Opportunity 
(Continued from page 702) 


his associates and employees. One testator 
makes no mention or provision in his will 
for anybody but the members of his imme- 
diate family: “Me and my wife, my son John 
and his wife, we four and no more.” Other 
testators—and their name is legion—not only 
make gifts to associates and employees, but, 
what is much more appreciated, leave ex- 
pressions of appreciation and gratitude for 
friendships enjoyed and services rendered. 
The following are some of the expressions 
found in wills recently probated; to the fam- 
ily physician, “in appreciation of his many 
kindnesses to me”; to a kinswoman, “in 
memory of her kind and faithful services 
to my mother”; to another, “as a token of 
love and esteem”; to a friend, “as a token 
of my esteem and appreciation of his friend- 
ship”; to a servant, “as a special remem- 
brance on account of his long service”; to 
another servant, “who has faithfully served 
me and my family during my entire mar- 
ried life’; to several nephews and _ nieces, 
“in recognition of their unselfish and devoted 
patriotism in the Great War.” Such ex- 
pressions as these are cases in a desert of 
impersonal bequests and devises. 


Attitude Toward the 
Community 


WILL may reveal a citizen’s attitude 
toward his community. One testator 
disposes of his estate as if he alone had 
created it-and his community had had no 
part in it. Another, after making provision 
for his family and dependents and friends 
and associates and servants, gives back to 
his community the residue of the estate that 
it has helped him create. Of the wills 
I have analyzed, one-third contain gifts to 
community objects varying in amount from 
a few dollars to thirty million dollars. Most 
men make their gifts to the community 
without any expression of the motives actu- 
ating them. But a few still leave fine ex- 
pressions of public spirit. One said: 
“While not endorsing fully the views of Mr. 
Andrew Carnegie in his Gospel of Wealth to the 
effect that, if one dies with a fortune he dies dis- 
graced, I do believe that the man who is allowed 
to live to the age of sixty, or perhaps between 
fifty and sixty, according to how active he has 
been in his work, and has accumulated a fortune, 
does not fully appreciate the value and duty of 
such an accumulation if he does not administer 
upon his estate during his lifetime. As I have 
followed this idea and have retained out of my 
estate barely enough to produce income sufficient 
to meet my expenses including my yearly charities, 
I hereby give, devise, and bequeath to 
Trust Company all the rest, residue and 


temainder of my remaining estate ... in trust 
for charitable purposes.” 


_ Then follows trusts for relieving suffer- 
ing and distress and for the care of young 
children and the helpless and afflicted. 


Sargent & Greenleaf Locks 


will suard the Equitable ‘Trust 


They are putting up a towering 
new banking house for the 
Equitable Trust Company of New 
York, and its vaults will be 
guarded at every point by Sargent 
& Greenleaf Locks. 
For this most mod- 
ern fortress of 
finance, at the nerve 
center of the world’s 
money market, they 


have chosen S & G Time Locks, 
S & G Combination Locks, S & G 
Safe Deposit Locks—all the prod- 
uct of this celebrated organization 
of bank lock makers ..We shall be 
happy to send youa 
working model of 
lock pictured, the 
S & G Safe Deposit 
Lock, changeable 
sealed key type. 


Sargent « Greenleaf Inc. 


ROCHESTER 


Since 1865 makers of good bank locks for Main 
Emergency Doors, Tellers’ Wickets, Tellers’ 


NEW YORK 


Vault Doors, Vault Day Gates, Cashiers’ Lockers, 
Cages, Sufe Deposit Boxes, Grille Gates 


SARGENT & GREENLEAF, ROCHESTER: Send me a working model of 
your changeable sealed key Safe Deposit Lock. 


Name 


Another generous man, after providing 
for the establishment of a home for women, 
adds this noble but pathetic sentiment: 


“My purpose is to endow and dedicate to 
humanity a home for indigent old women, who 
otherwise would be forced to spend their declin- 
ing years in want and misery. This purpose I have 
cherished for many years. I have been fortunate 
in that from a boyhood of poverty I have at- 
tained considerable wealth. My wife is dead. My 
only a child has been and must always be sadly 
afflicted physically, with no need for anything save 
the means of physical comfort and providing for 
him kindly attention, and that I have herein se- 
cured to him. My granddaughter is given by this 
will all that I consider should be the portion of 
any girl or woman, and should she leave issue it 
is provided for. At the same time I have amply 
rovided for her mother with whom she lives. 

feel that City and ————— County 
where I have lived the greater part of my life 
and which has been the scene of my activities and 
success deserve the generous disposition I hold 
for them.” 


Address 


“No Good Purpose is 
Served’’ 


ERE, side by side, in striking con- 

trast are revelations in wills of men 
at their worst and at their best. A _ will 
need not contain a confession of religious 
faith; but certainly no good purpose is 
served by making it a vehicle of doubt or 
denial of religious faith. An outraged wife 
need not make generous provision for an 
unfaithful husband; but certainly no good 
purpose is served by blazoning his infidel- 
ity from the housetop. One may be justi- 
fied in disinheriting a child, but no good 
purpose is served by calling the attention 
of the world to the unfortunate circum- 
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E Jersey 
Shore Trust 
Company was not 
unmindful of 
the changing 
trend. This new 
limestone build- 


ing secures favor- 
able attention 
from the whole 
progressive 
area around 
Williamsport, 
Penna. 


What Henry Ford Learned 


syd FORD was making a sound, serviceable car. 
low-priced enough for any man’s 
able to do any work that a car should do. 


It was 
ocket, and mechanically 
Ford had built up a 


personnel that had been able to sell fifteen million of them. 
Of a sudden, this whole vast business faltered in its step. The 


market was lost. 


People flatly refused to buy the Ford car. 


And for but one reason: it simply was no longer good-looking 


enough. They disliked the sight of one. 


to build Beauty into his car. 


Ford’s only chance was 


People are demanding the same utility value in what they buy 
as always, but they are fast growing to demand Beauty along with 
bare utility. America grows in cultural cravings. 

The banker who thinks people pay no attention to his building, 


who thinks that his customers will forever be content to bank in 
awkward-looking quarters—in buildings with no other merit than 
economy—can profit by Ford’s experience. A billion dollar 
business found itself powerless against the growing demand in 
America for Beauty. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS « ENGINEERS 


HERE is a relation between a bank’s 

growth and its building. The Tilghman 
Moyer Company has long studied the public’s 
reaction to bank buildings. The result of this 
study, from the current files, is available to 
you in compact, tabulated form. 

Here are definite figures on the same question 
of public psychology that stumped Ford, and 
it deeply affects your bank’s profits. The coupon 
will bring you a copy by return mail. 


stance. One need not make of every friend 
and associate and employee an heir; but 
he may well leave to each of them as an 
heritage some token or expression of grati- 
tude, for “gratitude is the fairest blossom 
which springs from the soul, and the heart 
of man knoweth none more fragrant.” 
To the testator who is tempted by dis- 
appointment or pique or envy or jealousy 
or revenge or by any other evil spirit or 
mood to write into his will sentiments that 
are unworthy of his noblest moments, I 


Name:_ 


Address: 


TILGHMAN MOYER ComPANY, Allentown, Pa. 


Without obligation, please mail me a copy of the 


tabulated figures on the growth of banks. 


would suggest that he take to heart these 
words of Joseph Jefferson in his autobiog- 
raphy: “I have seldom had occasion to re- 
gret my silences.” 

In theory in the making of a will the 
function of the testator is to think out for 
himself his testamentary desires; of the 
lawyer, to express them in legal phrase- 
ology; and of the trust man, ‘to see that, 
as a practical matter, they lend themselves 
to accomplishment. In practice in the mak- 
ing of a will, both lawyer and trust officer 
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usually have a large part in drawing out 
and shaping the testamentary desires them- 
selves. The testator knows only in a vague 
and general way what he desires. He ex. 
pects of his lawyer and trust officer advice 
and guidance about the substance even more 
than about the form and administrative 
provisions of his will. The lawyer or trust 
officer who holds his service within theo- 
retical limits misses his supreme opportu- 
nity for doing good in the field of fiduciary 
practice. I suggest that lawyers and trust 
men use their influence, great as it is, to im- 
prove the quality of wills by suppressing 
the bad and encouraging the good impulses 
of their clients. Let the evil that they would 
do be interred with their bones; let the good 
that they would do live after them. 


Insurance for the Living 


The institution of life insurance is paying 
more money today to live policy holders 
than to beneficiaries, according to James L, 
Madden, third vice-president of the Metro- 
politan Life Insurance Company, who was 
one of the speakers at the fiduciary confer- 
ence held last month in New York under the 
auspices of the Trust Company Division of 
the American Bankers Association. Based 
upon an investigation covering life insurance 
disbursements from 1920 through 1925, it 
was found that 56 per cent of the total pay- 
ments went to living policy holders and only 
forty-four per cent to beneficiaries. 

“Life insurance companies today are life 
insurance companies in fact and not death 
insurance companies as they were once re- 
garded,” said Mr. Madden. “Today we find 
life insurance companies helping the policy- 
holders to be economically independent dur- 
ing their productive years as well as during 
old age.” 


Community Trusts 
Growing 


Speaking before the Corporate Fiduciaries 
Association of New Haven, Conn., recently, 
Ralph Hayes, vice-president of the Chatham 
Phenix National Bank and Trust Company 
of New, York and a director of the New 
York Community Trust, said that at the 
beginning of this year there were thirty 
community trusts in operation in twenty 
states of the union, with more than 175 
banks and trust companies acting as their 
trustees. They were administering funds 
aggregating more than $14,500,000. In 1925 
there were only sixteen community trusts 
in the country and the amount they dis- 
tributed totaled $441,856. In 1927 there 
were nineteen and they distributed $593,036. 
He expressed the opinion that in the com- 
munity trust “we have the most carefully 
devised mechanism that has yet been fash- 
ioned for the administration of permanent 
funds for charitable and educational ob- 
jects.” 


From the fourth printing there are still 
available for free distribution some copies 
of the booklet, “A Personal Letter to a 
Young Advertising Man.” 
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Trust Department 


Development 
(Continued from page 707) 


rate management. It is not necessary to 
tell how good your own company is. If 
the prospect lacked faith, he would not 
have approached you in the first place. 
When you convince him of the benefits to 
accrue from corporate management, he will 
be ready to name your corporation. 

If you really want to develop your trust 
department, let your advertising say that 
evening appointments may be arranged. 
Many men like to talk of these subjects on 
summer evenings, with their wives present, 
and they are reluctant to ask a trust man 
to come for fear of expense. Break down 
this reluctance. Let them know you are 
willing. Keep telling them. That’s when 
your story in the papers will help. 


Contact Within Bank 


HE contact within the bank is a most 

important one. Many a profitable trust 
has been closed or a will arranged for by 
such contacts in our institution. 

Make it a practice to have a very few, 
not over three, classes of your printed trust 
matter on an attractive table, well located 
in your lobby, and see that they are always 
tidy and fresh looking. Nothing does so 
much damage as to put out a pile of book- 
lets and permit them to get mussy or dust 
covered. If you have a floor man, you can 
at all times keep four or five of each class 
on the table.. They are more readily taken 
when it looks as if many had previously 
gone. When a person picks up one of your 
booklets and is looking through it, the floor 
man can, without offense, ask if the subject 
is of interest, and with an affirmative answer 
should suggest a call at the desk of one of 
the trust men. It works well with us. It 
may with you. 

On the desk of each officer we have a 
small package of the charts which show 
the distribution of intestate’s property. 
These are constantly picked up, glanced 
at, inquired about, and usually lead to more 
business. 

When mortgage loans are closed, the law 
of distribution is always given for the guid- 
ance of the mortgagor and frequently re- 
sults in new wills. Here again the advan- 
tages of the corporate fiduciary are stressed, 
especially as such fiduciary will be the mort- 
gagee, 

Single sheet folders, blotters or card size 
messages enclosed with each monthly state- 
ment are often productive of contacts within 
the bank leading to profitable business. Such 
a folder, sent with a customer’s check to 
California, was picked up by a person who 
lived in New Jersey, and on his return East 
resulted in the creation of a good sized 
voluntary trust and two wills, naming our 
company. We can never tell in what port 
these little messages will land. 


Public Speaking Important 


HE acceptance by the trust man of in- 
vVitations to speak to men’s clubs, civic 
clubs, women’s clubs, schools, etc., on the 
subject of wills, trusts and the corporate 
fiduciary will result in wide publicity for 


The Bond Holdings 
of 


Your Bank 


Does your institution maintain a complete analytical and 
statistical force comparable to the departments organ- 


ized by the great city banks? 


Speaking before the Bond Men’s Club of Milwaukee, 
Hon. Calvin F. Schwenker, Commissioner of Banking 


for Wisconsin, declared: 


“If the bankers who have two or three hundred 
thousand dollars of bonds are really awake to their 
responsibilities with those bonds, they are going to 


have to take some service. 


We know that many 


bankers do not know about their bonds, and there 
isn’t any excuse for not knowing about them when 
there are so many available services on the market.” 


THE INVESTORS COUNCIL OF AMERICA brings 
to all banks every advantage which the nation’s greatest 
banking institutions have obtained through their spe- 
cially constructed analytical and statistical departments. 


You will certainly profit by an investigation into the 


possibilities of this service. 


Explanatory Pamphlet—AJ upon request 


INVEsTORS COUNCIL OF AMERICA 


Incorporated 


Bank of America Building 
44 Wall Street, New York 


Bankers Building . 
Statler Building . 


Guarantee Trust Bldg. 


. Chicago 
Boston 
Philadelphia 


your bank. Be careful to confine your talk 
to the subject. Avoid mention of your own 
bank. Tell the audience how the corporate 
fiduciary can serve them and suggest they 
talk it over with their own banks. Such a 
course will offend no one. Your nearest 
trust competitor will reciprocate, and you 
will get your own customers who are pres- 
ent anyway. We country trust men need 
not be competitors. If we each develop 
the business lying dormant among the cus- 
tomers of our own bank, our hands will be 
full. 

On my election as president of the Bergen 
County Bankers Association, I broached my 
dream of a Bergen County Corporate Fidu- 
ciary Association, and we perfected our or- 


ganization last September. Twenty-five 
banks in the county having trust powers 
make up its membership. We hope to do 
much for the development of the corporate 
fiduciary in our corner of the state. The 
older men with experience are always avail- 
able to advise or assist the younger. The 
larger institution tries to be helpful to the 
smaller. We are all working to a definite 
end. We are not competitors, but we are 
all out for our own business. 


Read the Warnings 


The Protective Section warnings are 
written for the benefit of your bank, and 
may be the means of preventing loss to you. 
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Sound, Marketable Bonds 
for the Secondary Reserve 


oS ~ 
& 


7 
& 


7 
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NEW YORK 
MILWAUKEE 


BOSTON 


Marketability is one feature which 
must be given careful consideration by 
the banker who wishes to keep his 
secondary reserve in a liquid condition. 
Our Trading Departments in all the 
principal cities, connected by private 
wires, assure an active market for 
banks buying our securities. 


We offer our facilities 
for the selection of bonds 


AC.ALLYN*» COMPANY 


Incorporated 


Investment Securities 


67 West Monroe Street, Chicago 


PHILADELPHIA 
ST. LOUIS MINNEAPOLIS 


Declining interest rates call for a more 
careful selection of bonds for secondary 
reserve in order to preserve the proper 
balance and assure the best return. 
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The Unwritten Law of Trusts 
(Continued from page 708) 


not of the importance today that they were 
forty-seven years ago. 


Investment Trusts 


O far as I am aware, the courts have not 

yet passed on the legality of investing 
trust funds in the stocks of investment 
trusts. The question will not arise so long 
as such trusts are prosperous, and the case 
will not naturally arise in prosperous times 
and advancing markets where there is no 
shrinkage or loss in the investments. But 
the character of the securities and principles 
of management seem to violate some of the 
present principles of law governing trust 
investments. First the trustee abdicates his 


discretion in the purchase and sale of invest- 
ments to others; second, in every invest- 
ment trust there are some securities which 
are not proper investments for trust funds; 
and thirdly, there is the principle that trust 
funds should be under the sole control of 
the trustee and not held in common with 
others. Of course, it may be said that 
he can sell his stock, but that begs the 
question of whether he ought ever to buy it. 


When Should a Bad In- 
vestment Be Liquidated? 


HEN should a trustee liquidate an in- 
vestment which is going wrong? 
It has been decided in Massachusetts that 
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he must not extend a loan secured by 
mortgage when the real estate has depreci- 
ated so that it fails to show the required 
margin of safety above the amount of the 
loan. A leading case in New Jersey has de- 
cided that if a trustee, in the exercise of a 
sound discretion, holds a security, originally 
regarded as a high class and safe invest- 
ment, until it is too late to sell it, he will 
not be held for the loss. He is not required 
to watch the ticker, or take notice of ab- 
normal conditions in the stock market. But 
it would seem that if a company steadily 
loses ground and its condition deteriorates 
in ordinary and not panic times, that an in- 
vestment in its securities should be liqui- 
dated. Of course if a trustee holds a bond 
or stock which ceases to pay its interest or 
dividends, in hopes of a rise in value, he js 
depriving the life tenant of his right to in- 
come on the speculative chance of a gain 
to principal. 

It seems to be equally plain that if he 
holds a stock or bond which he could not 
properly buy he is holding it as a specula- 
tion and not as an investment. 


The Trustee’s Personal 
Relations With His Beneficiary 


HERE are many trusts where the per- 

sonal relations of the trustee to his 
beneficiary are not less important than the 
management of the trust fund. 

If the personal touch and discretion are 
lacking in such cases the purposes of the 
settlement will fail. 

Trusteeship establishes a relationship be- 
tween the trustee and the beneficiary, not 
dissimilar to the relationship: between a 
parent and a child—something more than a 
guardian, because the trustee owns the trust 
property, and something less because he has 
no legal control of the beneficiary’s person. 

As trustee I have been called upon to 
rescue the family name by exercising my 
rights as owner of the house to eject unde- 
sirable companions of a young male bene- 
ficiary from the family mansion. Acting 
in loco parentis I have conferred with the 
College Dean and by planning a summer’s 
work saved a boy’s reputation and place in 
college. 

As trustee under her father’s will I have 
been called to break off the engagement of 
his charming daughter to a dissipated, 
worthless, but attractive youth, who was not 
oblivious to the pecuniary and social ad- 
vantages of marrying my beneficiary. 

I have taken a revolver and knife from a 
veteran of the Civil War, who had suddenly 
become troublesomely insane, because he ex- 
pressed his intention to kill any deputy 
sheriff or other person who should presume 
to interfere with his liberty. And it was 
all in the day’s work, and part of my duty 
as I conceived the duty of a trustee. But 
more difficult than this, I have tried to 
manage spendthrift trusts in such a way as 
to keep my clients from actual want and 
prevent their creditors from loss and per- 
haps ruin. 


Spendthrift Trusts 


SHOULD feel that I had not taken the 
full benefit of my opportunity did I 
not refer to a principle of law which has 
now become firmly established, but which 
seems to me to be morally unsound, and out 
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of step with public policy and true demo- 
cratic principles. I mean the spendthrift 
trust. 

We are all wont to think of trust estates 
as the beneficent creation of a highly moral 
law for the protection of the weak and 
helpless; and the rules governing their ad- 
ministration as a code of disinterested in- 
tegrity. We speak with bated breath of a 
“Sacred Trust.” Please note what the great 
authority Mr. Lewin has to say in the pre- 
liminary chapter of his monumental work on 
the “Law of Trusts”: 

“The origin of trusts, or rather the adaptation 
of them to the English law, may be traced in_ part 
at least to the ingenuity of fraud. By the inter- 
position of a trustee the debtor thought to with- 
draw his property out of the reach of his creditor, 
the freeholder to intercept the fruits of tenure 
from the lord to whom the lands were held, and 
the body ecclesiastic to evade the restrictions directed 
against the growing wealth of the church by the 
statutes of mortmain, * * * Originally the only 
pledge for the due execution of the trust was the 
faith and integrity of the trustee; but the mere 
feeling of honor proving, as was likely, when 
opposed to self-interest, an extremely precarious 
security, John Waltham, Bishop of Salisbury, who 
was Lord Keeper in the reign of Richard the 
Second, originated the writ of subpoena by which 
the trustee was liable to be summoned into 
Chancerv, and compellable to answer upon oath 
the allegations of his cestui que trust. No sooner 
was this protection extended, than half the lands 
in the kingdom became vested in feoffees to uses, 
as trusts were then called. Thus, in the words 
of an old counsellor, the parents of the trust were 
Fraud and Fear, and a Court of Conscience ‘was 
the Nurse.” 


The same taint of fraud and fear that 
marred trusts in their beginning casts its 
baleful influence over them today in the in- 
stitution known as the spendthrift trust, the 
principle of which briefly stated is that a 
person may settle property on anyone but 
himself and so fence it round as to secure 
the characteristics of right and enjoyment 
to the beneficiary and immunity from his 
creditors. 

John Chipman Gray, a noted jurist, a re- 
markable teacher of the law and a success- 
ful practicing lawyer, writes in the preface 
to the second edition of his book “Restraints 
on the Alienation of Property.” 

“One of the worst results of spendthrift trusts, 
it is true, is the encouragement it gives to a 
plutocracy, and to the accumulation of a great 
fortune in a single hand, through the power it 
affords to rich men to assure the undisturbed 


possession of wealth to their children, however 
weak or wicked they may be.” 


Hardly less evil is the result which allows 
the tradesman to be ruined by the non pay- 
ment of the debts of one to whom he natu- 
rally extended credit, seeing him live in 
luxury with apparently unlimited means in 
his control. If the courts had deliberately 
attempted to establish a plutocracy and 
privileged class, they could not have de- 
vised a more effective method than the 
spendthrift trust. Nothing, however, was 
more distant from their minds. On the con- 
trary it was the desire to protect the weak 
from the results of their helplessness, ig- 
norance and improvidence that led to a re- 
sult so unfortunate. 

If the courts have erred in tolerating 
spendthrift trusts presumably there is a 
temedy to be found in the legislature. I 
quote from Mr. Gray again: 

, If the remedy is like that applied in New York, 
It is, if not worse, more disgusting than the disease. 
One merit of the theory of the common law, what- 
ever may have been its shortcomings in practice, 
was the absolute equality before it of the rich and 
the poor. How rich a party to a suit might be 
(save when necessary to determine the damages 
to the other party, as on a breach of promise of 


Marriage) was a question never asked in a court 
of justice. 
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THE MITSUI BANK, LTD. 


TOKYO, JAPAN 


ufacturer to a foreign bank. 


of burglarious attack. 


One of the MOSLER DONSTEEL Vault Doors of 
. The Mitsui Bank, Ltd., Tokyo, Japan 


Trowbridge & Livingston 
Architects New York 


James Stewart & Co.,Inc. 
Contractors NewYork 


Mosler has meant 
Safes and Safety 
for more than 
75 Years 


THE SEVERAL MOSLER DONSTEEL Vault Doors purchased by 
these internationally -Known bankers of the Orient constitute 
the largest, strongest, and most extensive Bank, Safe Deposit, 
and Trust vault equipment ever furnished by an American man- 


DONSTEEL is the most resistant metal Known today to ail forms 
Among the hundreds of banks having 


DONSTEEL doors are, The National City Bank, The Guaranty 
Trust Company, The Chemical National Bank, The National Park 
Bank and The Bank of America, in New York City, and banks 
of equal standing in most of the large cities in the United States. 


ATLANTA BOSTON 
LOS ANGELES NEW ORLEANS 


CHARLOTTE 


NEW YORK PITTSBURGH 


TOKYO, JAPAN 


“The statutes of New York, as interpreted by 
the courts, provide that the surplus of income given 
in trust beyond what is necessary for the educa- 
tion and support of the beneficiary shall be liable 
for his debts. The education and support to which 
any and every person is entitled at common law 
is an education at the public schools and a sup- 
port as a pauper, and his father’s history and his 
own history are matters of no consequence; but 
now, under the New York statutes, as interpreted, 
all this is changed. The court takes into account 
that the debtor is ‘a gentleman of high social 
standing, whose associations are chiefly with men 
of leisure, and who is connected with a number 
of clubs,’ and that his income is not more than 
sufficient to maintain his position according to his 
education, habits, and associations.”” Again he 
says “Were it not for an occasional dissenting 
opinion, especially an extremely able one of Chief 
Justice Alvey, late of the Court of Appeals of 
Maryland, I should be vox clamantis in deserto.” 


Mr. Gray has passed on and his voice is 
stilled, and so I add my feeble cry to his 
strong, but so far unheeded protest. 


ENGLAND 


Donsteel is Sold Exclusively by 


The Mosler Safe Co. 
The Largest and most Complete Safe Works in the World 


HAMILTON,OHIO 
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PORTLAND 
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Because 


ECAUSE he had his own copy of 

the AMERICAN BANKERS ASSOCIATION 
JouRNAL and was able to read it at his 
leisure, one bank official was able to frus- 
trate a holdup. 

Because he read, and passed on to others, 
information given in a JOURNAL warning 
against a forger, another bank official pre- 
vented a loss to his bank, and these are not 
isolated cases. 

If the information the JoURNAL carries 
each month is of practical use to a few men 
in the bank, why not extend its usefulness 
to the whole staff? 

Our Group Subscription plan makes it 
easy to provide each member of the staff 
with his own copy of the JouURNAL. 
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***** But it is no ex- 


aggeration to say that 
merely to be known 
as a depositor in the 
Chemical National 
Bank tends to give an 
individual or a corpo- 
ration a certain stand- 
ing in the eyes of the 
community. 

(From The World’s Work) 


CHEMICAL 


BANK 


OF NEW YORK 
FOUNDED 1824 


Investment Set-Up of Banks 


(Continued from page 712)_ 


with customers’ deposits in order to increase 
these profits, it stands to reason that when 
it is possible for the investment committee 
of a bank to earn 1% per cent more on a 
given amount of capital by placing it in 
the group referred to above, instead of 
government bonds, they will be inclined to 
do so whenever they can do it without 
jeopardizing their trusts. This substitution, 
as we have shown, has been going on in 
recent years at about 2 per cent of the total 
investment volume for national banks. This 
program, since 1918, has effected an in- 
vestment reorganization involving at least 
$900,000,000, and thus the annual income of 
national banks on their investments is ap- 
proximately $15,000,000 greater than it 


would have been under the former distri- 
bution. 

In the last four years the non-government 
holdings have increased from 46 per cent 
of the total to almost 60 per cent, and the 
latest report of the Comptroller of the Cur- 
rency shows that this has been accomplished 
without any increase in the percentage of 
depreciation or other losses due to these in- 
vestment holdings. This percentage stands 
now, as on the earlier date, at 0.43 per cent. 

Unquestionably, the present trends with 
regard to the investment of bank reserves 
is adding substantial profits to the banking 
business, and it seems quite clear from the 
above facts that they can continue in the 
same direction for a number of years. 
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Wholesale Prices Down 


HE wholesale price index of the Na- 

tional Bank of Commerce in New York 
moved down from 86.0 to 84.8 in the period 
ended Feb. 15, reversing the upward trend 
of the two preceding months. This reflected 
general declines in the commodity markets, 
according to the Commerce Monthly, the 
bank’s official publication. Of the twenty- 
three commodities covered, thirteen declined, 
five advanced and five were unchanged, as 
compared with a month ago. Important 
declines occurred in rubber, hides, cattle 
sugar and cotton. 


Corporate Fiduciary 
(Continued from page 689) 


means as well as men of wealth all over 
the country are leaving the work of settling 
their estates in the hands of those who make 
a specialized business of it. A large num- 
ber of trust companies have had years of 
experience in handling every detail of es- 
tate management, so they have highly trained 
staffs and all the equipment for performing 
this intricate and exacting work. 

Some interesting facts are disclosed by 
the returns from the 1091 trust companies 
and banks, of which 322 reported that they 
either had not sought this business or that 
they had not actually served in the capacity 
of executor or trustee. 

The grand totals for the five years, show- 
ing the number of times that the 750 active 
institutions were named as executor or 
trustee under wills, are as follows: 

1923 1924 1925 1926 1927 

5,899 7,878 12,926 19,128 27,983 


Naturally the trust companies, which have 
been established for a number of years and 
have advertised their services, succeed in 
getting the largest number of estates for 
settlement. While there is no way of tell- 
ing which trust companies and banks were 
among those reporting their results, one in- 
stitution revealed that it had been named 
3000 times during 1927. There was one 
other corporate fiduciary in the thousand- 
or-better class. There were twenty-seven 
institutions which were named 200 times or 
more during 1927. There were forty-four 
institutions which were named between 100 
and 200 times during 1927. There were 
sixty institutions which were named _be- 
tween 50 and 100 times last year. 

Thus, it may be observed that only about 
one-sixth of the trust companies and banks 
which replied to this inquiry succeeded in 
being named annually as executor or trustee 
under fifty or more wills. However, there 
is this to be taken into account in consider- 
ing these figures: In a great many instances, 
trust companies and banks have been named 
in wills that have been drawn, although this 
fact is not known to them, because the wills 
are not entrusted to them for safekeeping. 


The Habitat of Millionaires 


—— noteworthy feature of this 
national survey is the number of cases 
in which trust companies and banks in the 
smaller cities report that they have been 
appointed to act under wills involving 
million-dollar estates. If anyone has the 
notion that the habitat of the millionaires 
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is confined to our largest cities, this idea 
would have been speedily dispelled by an 
inspection of the responses to this question- 
naire. 

In one small town in a section where an 
oil boom brought in gushers of wealth, one 
small institution reported it had been named 
as executor or trustee in five million-dollar 
estates one year and in six similar estates 
the next year. In a sizable city in the 
Southwest, one company reported that it had 
been designated as executor or trustee un- 
der forty-seven wills in 1927, nine of which 
were for estates of a million dollars or 
more. The previous year, of twenty-two 
designations, seven were for estates in this 
class. 

In a nearby eastern state, one trust com- 
pany wrote that it had been named under 
about 125 wills, of which ten were for 
estates of more than a million dollars. In 
one of the eastern cities an institution just 
one year old reported it had been named 
in twenty wills, all carrying trust features, 
and five of this number were in the million- 
dollar class. From a little mid-western 
city, a small bank wrote in to state that 
it had been named under a single will in 
1923 and again one time in 1924. There 
was no result the next year. But there were 
four designations in 1926. However, 1927 
revealed that the bank had been designated 
under eleven wills, one of which was drawn 
covering a million-dollar estate. “The trust 
business was not advertised or solicited un- 
til the middle of 1927,” a pencil notation 
on the questionnaire sheet read. 

The wider distribution of wealth in this 
country is opening-up opportunities for trust 
service that were little dreamed of a few 
years ago. 


Sweeping Strides Made 


EVIEWING the results of this national 

survey, the conclusion that trust service 
is making sweeping strides would appear 
to be fully justified. A 374 per cent in- 
crease in four years certainly would im- 
press anyone who follows the trends of 
business. There appears to be every indi- 
cation that this growth will continue, for 
the trust company development is hardly 
through the pioneering period, and the 
American people as a whole are just begin- 
ning to recognize the superior qualifications 
of the corporate executor and trustee over 
the individual executor. 

The trust company has existed as an in- 
stitution, qualified for more than a hun- 
dred years to serve in these capacities. It 
may be recalled, however, that only slightly 
more than seven years ago the Trust Com- 
pany Division undertook through its national 
publicity work to acquaint the American 
people with the superior way in which the 
trust companies could serve them. With 
the funds subscribed by a number of insti- 
tutions, it engaged in an advertising cam- 
paign in a number of the leading national 
magazines. A local advertising service was 
made available at a nominal cost to the 
smaller trust companies and banks to tie in 
with the general advertising. 

The national campaign was discontinued 
because a number of the trust companies, 
at that time, could not see in the immedi- 
ate direct results enough of a response to 
justify their further participation. | While 


Fresh ideas 


The Reserve Strength of Leadership 


In business as in sports: “He who sets the pace 
must strain the hardest.” The leader in any line of 


. endeavor is the natural target for all competitors. 


Often these competitors are able to shoot the leader- 
targets full of holes because their aim is through the 
sights of progress and their bullets are fresh ideas. 


Fresh ideas always indicate reserve strength in com- 
petitive business. The trouble with many one time 
leaders is that their ideas lose freshness. Business 
methods that brought them to the front become 
their speed limit. They lack the spurt of fresh ideas. 


Conditions change; methods that were successful 
become antiquated or ineffective. Some house in 
the rank and file grasps the new opportunities which 
the leader fails to see and a new leader comes to 
the front. 


Excellence of product and service are fundamental 
but they are not enough. To maintain leadership, 
fresh and practical ideas are needed, and their source 
is exact knowledge— exact knowledge developed 
thru detailed audits, research and up-to-date budget 
and cost systems, thru the modern, the fresh, the 
practical in Business Accounting. 
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those of us who had long experience in 
advertising have sought to emphasize that 
it is rarely possible to trace the sale of a 
service directly to a campaign, we never 
had any doubt but that the cumulative effect 
of the effort would prove to be most valu- 
able in breaking down the barriers to the 
“extension of trust service. 

It is significant that these striking in- 
creases in the growth of personal trust ser- 
vice have followed in the wake of our com- 
mon publicity effort, although I am _ not 
unmindful of the fact that the trust com- 
panies and banks have constantly enlarged 
their individual appropriations for inform- 


ing the American people of the many ways 
in which they can serve them. Again, it is 
noteworthy that the institutions which have 
been most consistent in carrying their mes- 
sage to the public have shown the greatest 
growth. 

The American people take to a good idea 
with surprising alacrity. It is within our 
means to speed up that impressive move- 
ment. ‘ 


The average net paid circulation of the 
AMERICAN BANKERS ASSOCIATION JOURNAL 
for the six months ending Dec. 31 was 
25,499 copies per month. 
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Benefits of Installment Selling 
(Continued from page 693) 


ness, manufacturers have been compelled to 
borrow continuously and extensively in or- 
der to extend credit to their customers. 
Middle men have also borrowed heavily, but 
in some instances have been able to avoid 
this by deferring their own payments until 
collections were made. When collections 
tightened up, the middle man borrowed more 
than usual. The advent of the finance com- 
pany, particularly in the automotive indus- 
try, has changed the usual business custom. 
The manufacturer collects by sight-draft 
against bill of lading; the merchant gets 
cash on delivery of goods. Neither the mer- 
chant nor manufacturer has much money 


tied up in receivables. The inventory in- 
vestment of the merchant is also very small. 
It is perfectly natural for manufacturers 
and merchants in other lines to wish for 
the benefits of a similar plan. However, 
there are not a great many lines adapted 
to successful installment selling. 


Makes Lower Prices 


the chief justification of in- 
stallment selling has been reduction of 
cost through mass production. The cash 
customer has the full benefit of this, and 
the customer who buys on time in many 


cases pays no more for his purchiases than 
he would have to pay if all sales were on 
a cash basis. For example, broadened mar. 
kets in the automobile industry, as a resy}t 
of installment selling, has given a purchas. 
ing value of $1.16 for the 1914 dollar, while 
the general cost of living dollar is worth 
only about 60 cents as compared with 1914 

If no automobiles were sold on the jn. 
stallment plan, a medium grade car prob. 
ably would cost $200 more than at present 
as a result of reduced factory production, 
Some other lines have similarly profited, To 
accomplish these results the finance company 
plays an important part. It makes it possi- 
ble for the dealer or merchant to realize 
cash for his retail sales without calling on 
anyone for help. The credit extended by 
the finance company bridges the gap between 
the regular commercial bank and the retail 
buyer, at the same time protecting the capi- 
tal and depositors of the bank, for the 
reason that the loans of banks to finance 
companies are secured by installment paper 
representing the obligations in small amounts 
of large numbers of individuals. No other 
bank loans are inherently any sounder, In- 
herent soundness always can be made actual 
soundness by the observance of sound credit 
terms. This cannot be said with respect to 
all loans for production purposes. The ef- 
fects of this new development necessarily 
will be far-reaching. It enables people to 
get at once things of value or utility which 
they otherwise would have to do without for 
a long time. People with very little capital 
have been able to go into business which 
otherwise they could not have entered. 
Others have done more business than they 
could have done without the installment 
plan. 

Financing consumption has completed the 
circle of credit, making it an efficient social 
instrument. Financing consumption, while 
the consumer uses the thing he buys, is an 
indirect but highly effective method of fi- 
nancing production. : 

Installment selling reveals classes of po- 
tential purchasers who probably could not, 
or would not, buy for cash. They will meet 
installments when they would not otherwise 
save. They will buy articles of permanent 
utility or convenience instead of spending 
for temporary pleasure. The meeting of 
regular installments causes many people to 
budget their income and expenditures effec- 
tively instead of in a haphazard way. 


Economic Barriers,Leveled 


ERHAPS the most important effect of 

installment selling has been the practical 
obliteration of economic barriers between 
the rich and those in moderate circum- 
stances. The laboring man with his small 
utility car can ride over the same boule- 
vards, get the same fresh air, and see the 
same scenery as the millionaire in his Rolls 
Royce. With his radio receiving set the 
workman now can listen to opera singers 
whose voices formerly were heard only by 
the socially elect. The feeling is that the 
rich man has not got much on the poor mat. 
The beneficial effect of this in discouraging 
socialistic tendencies is incalculable. 

Generally speaking, articles adapted to 
successful installment selling are of fairly 
high unit value, of real utility or enjoyment, 
with relatively long life as compared to the 
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spread 01 deferred payments. Discrimina- 
tion should not be made against so-called 
luxuries. History has shown that the luxury 
of today is the necessity of tomorrow. 

Certain principles of sound credit terms 
have been developed through experience of 
merchants and finance companies. For ex- 
ample, the down payment should be large 
enough to make the purchaser feel that he 
has a real equity in the article and is not 
merely a renter, in other words, a sense of 
ownership. The unpaid balance should never 
exceed the resale value of the goods. Pay- 
ments should be completed before the buyer 
feels that his purchase has become obsolete. 
Articles having these attributes, when sold 
on these credit principles, represent the pre- 
ferred class of installment sales. 

A secondary class of installment sales 
would include articles which have a value 
to the owner extending beyond the period 
covered by deferred payments but without a 
substantial resale value. Men’s clothing 
comes within this category. It is obvious 
from what has been said that the terms of 
payment may be varied according to the 
characteristics of the article sold. If the 
article deteriorates slowly as in the case of a 
piano or sewing machine, the time of final 
payment may safely be relatively extended. 
If it is consumable without material repos- 
session value or continuing value to the 
owner, it probably does not furnish a basis 
for safe installment sales. 

To show the effect from a banking stand- 
point of various representative terms the 
following examples are given: When in- 
stallment debts are being created at a uni- 
form monthly rate and are being repaid in 
twelve equal monthly installments, the aver- 
age outstandings at any time are 54 per cent 
of the year’s total of installments. If the 
installments are being repaid in six equal 
monthly installments the outstandings be- 
come constant after six months at 29 per 
cent of the total of installments. If the in- 
stallments are repaid in twenty-four equal 
monthly payments the outstandings become 
constant after two years at 104 per cent of 
the total of installments. From this it will 
be apparent that aside from any question of 
security, long time credit should not be en- 
couraged because of its effect in unduly tying 
up capital or credit. 


Volume of Outstandings 


HIS leads to a consideration of the total 

volume of installment selling and par- 
ticularly the volume of outstandings which 
is the most important item. Estimates have 
been made relating to eighteen different 
classes of goods which cover the entire field 
with the exception of investment properties 
such as stocks and bonds and real estate. 
Annual sales of such installment goods 
amount to five to six billion dollars made up 
of the cash price plus the carrying charge 
which is equivalent to 8.3 per cent of the 
cash price. In order to arrive at the total 
installment debt created a cash-down pay- 
ment of about 26 per cent should be deducted 
from the total sales of installment goods 
which leaves from three and three-quarter 
billions to four and one-half billions of dol- 
lars as the total installment debt created. 
Average outstandings amount to two and 
one-quarter to two and one-half billions or 
42.7 per cent of total sales, or 58 per cent 
of the total installments. 


The Water Street power plant of the Toledo Edison Company, 
an important Cities Service public utility subsidiary 


Ample earnings behind 
this common stock 


Cities Service Company net earnings in 


1927 


amounted to $31,952,000—30% over the previous 
high record set in 1926. The investor can participate 
in these steadily increasing earnings by putting his 
spare dollars to work in Cities Service Common stock. 


Investors in this 17-year-old security received $9,500,000 
in dividends in 1927. At its present price, Cities Service 
Common stock earns a net yield of over 8% on your 


money. 


Clip and mail the coupon 


HENRY L. DOHERTY & COMPANY 


60 Wall Street 


Brnches in 


New York City 


principal cities 


H. L. Doherty & Co. 
60 Wall St., N. Y. 


Please send, with- 
out obligation, full in- 
formation about Cities 
Service Common 'stock 


Of the 282,000,000 total of installment 
sales of clothing, which is only 5 per cent 
of the total sales of clothing, it is estimated 
that $185,000,000 worth is sold on the “Ten 
Payment” plan; of this amount $46,000,000 
is paid down in cash and $139,000,000 is 
deferred. Payments are completed in ten 
equal weekly installments and the average 
outstanding debt is about $15,000,000 which 
is 11 per cent of the annual installment 
paper on the “Ten Payment” plan and 8 per 
cent of the annual sales on this plan. 

This plan which was originated in Chi- 
cago, was introduced throughout the coun- 
try, and was in operation in 700 stores 
within a year. It has been copied by many 
stores and probably several thousand stores 


all told have advertised the “Ten Payment” 
plan, or similar installment plans for the 
sale of clothing. This publicity, no doubt, 
has been one of the chief causes of the in- 
creased volume of public discussion of in- 
stallment selling. 


Payment in Ten Weeks 


T should be remembered that the “Ten 

Payment” plan pays out in ten weeks 
and not ten months. It has been popular 
with merchants because it reduces the 
amount of money tied up in accounts re- 
ceivable. The old fashioned clothing charge 
account runs for an average period of about 
ninety days. Under the “Ten Payment” 
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—— than 2,000 banks of the United 
States purchase these notes for prime, 


short-term investment. 


Checkings available in any financial center 
and complete credit data on request. 


Industrial 
Acceptance 


Corporation 


Collateral Trust 
Gold Notes 


(THE NATIONAL CITY BANK OF NEW YORK, Trustee) 


Executive Offices 


GRAYBAR BUILDING, NEW YORK 
[Lexington Avenue at 43rd Street] 


Commercial Paper Offices 


NEW YORK * CHICAGO * 


SAN FRANCISCO 


ST. LOUIS + 


MINNEAPOLIS 
DALLAS 


plan 25 per cent of the price is paid in cash 
and the balance in weekly installments dur- 
ing a period of seventy days. The average 
‘volume of accounts receivable under the “Ten 
Payment” plan amounts to 8 per cent of 
annual sales, compared with 25 per cent of 
conventional charge account business, where 
the average time of payment is three 
months. 

Without going into the details of the large 
amount of stocks, bonds and real estate 
which are sold on the installment plan, it 
may be of interest to point out that while 
the annual installment sales of goods are 
nearly four times as great as of real estate, 
the average outstanding debt on real estate 
is almost double the outstandings on install- 
ment sales of goods. This is due to the 
much longer time allowed to complete pay- 
ments in the case of real estate. 

The relation of installment sales to na- 


tional income should not be overlooked. 
Present national income is about $90,000,- 
000,000 annually. There is spent on install- 
ment buying of. goods about five to six 
billion dollars and about $1,600,000,000 for 
installment buying of real estate or 714 to 
814 per cent of the national income. The 
outstandings in short time installment paper 
for purchases of goods amount to 2% to 
2% billion dollars or less than 3 per cent of 
the annual income. There are outstandings 
of about $5,000,000,000 consisting of long 
time paper based on installment sales of real 
estate. This makes a total of 74% to 7% 
billion dollars of outstandings for both goods 
and real estate, which is 8 to 8% per cent of 
the national income. 

Aside from the great increase of install- 
ment selling during the years 1916 to 1923 
inclusive, as a result of the phenomenal de- 
velopment in the automobile industry, there 
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has been no spectacular increase. Install. 
ment selling in the automotive industry has 
been substantially stabilized since 1923 and 
unless there is the stimulation in the future 
of some great invention of a new high priced 
article, it is improbable that installment sell- 
ing will ever increase very suddenly. In 
any event, it is not likely to increase or de- 
crease suddenly enough to cause a boom or 
a depression. In this connection, there js 
always a tendency to stabilization through 
natural balancing or compensating princi- 
ples. 


Examples of Counter-Balance 


OR example, the installment selling of 

automobiles for a considerable period was 
counter-balanced by the reduction in install- 
ment sales of horse-drawn vehicles. [t was 
only the high unit value of the motor vehi- 
cle which eventually more than counter- 
balanced the reduction in installment sales 
of horse-drawn vehicles. It is well known 
that the increase in installment sales of 
radio sets has’ been at a time when there 
was a decrease of installment sales of other 
types of musical instruments. Only re- 
cently, installment sales of phonographs, 
have been stimulated and this again was the 
result of invention of radical improvements. 

Installment selling and its financing is 
now upon such a firm foundation that it 
may be expected to continue to play an im- 
portant part in the merchandising of all 
articles which are adapted to the installment 
system. It is the duty of all concerned to 
throw such safeguards around the _busi- 
ness as will conserve the benefits which have 
been derived from the installment system. 

Objectors to the installment plan charge 
there are two kinds of harm—injury to so- 
ciety and injury to the individual. In the 
former group the assertion is made that in- 
stallment selling will cause a panic, also that 
it will aggrevate the next depression by 
causing a large mass of frozen credits. The 
charge of injury to the individual usually 
takes the form of alleging that installment 
selling weakens the moral fiber and under- 
mines character by inducing people to buy 
what they know they ought not to buy, thus 
tending to create a nation of spendthrifts, 
and that it does direct physical harm by 
inducing people to go without the necessities 
in order that they may have the luxuries. 

Thecharge that installment selling will cause 
a panic seems to rest upon the idea that we 
are now speiding a large part of next year's 
income, and next year we will have just so 
much less to spend. If this were true, next 
year we should have greatly reduced buy- 
ing; therefore, greatly reduced production, 
factories closed, general unemployment, and 
all the other symptoms of a business de- 
pression. But it is not true. We are pledg- 
ing this year only a very little of next year's 
income; but even if it were a very much 
greater percentage than it is, there would 
be no cause for worry, for next year we 
would pledge about the same percentage of 
the following year’s income, and_ business 
would continue as tsual. 


No Frozen Credit Peril 


HE fear that the next depression will 
witness a large amount of frozen credits 
due to installment purchases is not borne out 
by experience. In past depressions install- 
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ment paper has produced practically no 
frozen credits. Installment selling had cer- 
tainly reached large enough proportions by 
1921, so that some of this effect should have 
been in evidence,.in that most serious of 
modern depressions, if it ever were going 
to be. The fact is that it was practically 
negligible. 

To the critic who says that installment 
sales will cause or aggravate 4 business de- 
pression and to the defender of installment 
selling who asserts that it will have the 
effect of preventing business depressions, 
answer reasonably can be made that it is too 
small to have much effect either way. In 
this connection it should be remembered 
that the outstanding debt for installment 
goods is less than 3 per cent of the national 
income. 

The charge of injury to the individual 
has little evidence to sustain it. Of course, 
there are those who buy on the installment 
plan more than they can afford. There 
always have been people who bought what 
they could not afford on any plan by which 
the seller could be induced to part with the 
goods. But it does seem that improvident 
buying on the installment plan must be 
rather rare considering that one single case 
of a man who pledged himself to pay out 
more than his total income has done duty in 
uncounted speeches and magazine articles in 
the last two years. 

It is probable that nearly all those who 
buy unwisely on the installment plan would 
and do buy unwisely on the charge account 
plan and on the cash-down plan. 

It is believed that the installment plan 
does far more to strengthen the moral fiber 
of those who develop self control and habits 
of planning ahead by its aid than it does to 
weaken the moral fiber of those whom it 
tempts into extravagance. 


Other Groundless Ideas 


HE assertion that people deprive them- 

selves of the necessities in order to buy 
the luxuries simmers down to the fact that 
some tradesmen imagine that they are losing 
business on account of installment purchases 
in other lines, and feel justified in asserting 
that their goods are necessities, while those 
other lines of goods are luxuries. 

To those who say that installment pur- 
chasers should have a sort of guardian 
placed over them to regulate their expendi- 
tures, it is pointed out that the policy of 
letting the people who are to spend their 
own money be the judges of what they buy 
has resulted in greater happiness and higher 
standards of living than ever has been 
known in this country. 

There is no evidence that installment 
selling has been a harmful factor during the 
past decade because during that period sav- 
ings in banks and building and loan associa- 
tions have almost doubled, life insurance in 
force has more than doubled, the building of 
homes has established a new high mark and 
the ownership of stocks and bonds by Amer- 
ican citizens generally is best shown by the 
record number of employees and other stock- 
holders in our railroads, public utilities and 
industrials. 


Write for information concerning the 
Journat Group Subscription plan and a list 
of banks that have adopted it. 
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Railroads 
Illinois Central R.R. Co. 
Louisville & Nashville R.R.Co. 
New York Central R.R. Co. 
Northern Pacific Ry. Co. 
Pennsylvania R.R. Co. 
Southern Pacific Co. 
Southern Railway Co. 
Union Pacific R.R. Co. 


Standard Oil Group 


Standard Oil Co. of Cal. 
Standard Oil Co. of Ind. 
Standard Oil Co. of N. J. 
Standard Oil Co. of N. Y. 
Vacuum Oil Co. 


tached to certificates. 


Smith, Burris & Co. 


29 So. La Salle Street 
Chicago, 


for Central section of 
the United States 


|  Frxep TRUST SHARES 


American Basic-Business Shares Corporation 
Depositor 
67 Wall Street, New York City 


The Equitable Trust Company of New York 
Trustee 


Each Fixep Trust SHarr represents a 1/1000th partici- 
pating interest in property (deposited with the trustee), 
consisting of cash and a unit of common stocks of the fol- 
lowing nationally known basic American industries: 


Industrials 


American Can Co. 

American Radiator Co. 
American Tobacco Co. “B” 
duPont (E. I.) de Nemours &Co. 
Ingersoll-Rand Co. 
International Harvester Co. 
National Biscuit Co. 

Otis Elevator Co. 
Timken-Roller Bearing Co. 
United Shoe Machinery Corp. 
United States Steel Corp. 
Woolworth (F. W.) Co. 


Utilities and Quasi- 
Utilities 
American Tel. & Tel. Co. 
General Electric Co. 
Pullman, Inc. 
Western Union Telegraph Co. 
Westinghouse Elec. & Mfg.Co. 


Dividends are payable semi-annually against coupons at- 


Fixep Trust SHares are sold to investors by established 
investment houses and banks in most of the important cities 
of the United States and in several foreign countries, and 
are wholesaled to dealers by the following firms: 


F. J. Lisman & Co. 


20 Exchange Place 
New York City 


for Eastern section of the United States 
and foreign countries 


Ross Beason & Co. 


San Francisco, California 
Salt Lake City, Utah 


for Western section of 
the United States 


Diary of a Trust Officer 


(Continued from page 705) 


John’s mother saying that John was at home 
and that he had come in about midnight the 
night before. In ‘other words, he beat our 
trust officer home. 

Of course, both his mother and ourselves 
were very much disappointed, as we thought 
we had him safely anchored for the re- 
mainder of the school year. During that 
year and the following year John made no 
progress. However, we kept persistently 
after him and entered him first in one school 
and then another. Finally, after talking the 
matter over with him very frankly, he agreed 
that if we would send him to a certain 
school outside of our state, which some of 
his friends had previously attended, he would 
remain and finish the year there. He kept 


his word and from that time on we had no 
trouble keeping him in school, although at 
first he was quite backward in his studies. 

During the last few years there has been 
a complete revolution in his thought toward 
his education and toward his family and 
the trust company. He has become very 
much interested in the fund that is ac- 
cumulating in our hands for his benefit. He 
takes quite an interest in the securities that 
are being held for his account. Upon be- 
coming of age he created an investment trust 
account of his inheritance and this fund is 
now with our company accumulating for 
his benefit. This experience taught us never 
to lose confidence in our wards. 
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Bond owners are Better 
Bank Customers 
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As your bank depositors buy bonds, 


they become better prospects for safe 
deposit boxes, safe-keeping or cus- 


todian service, collateral loans, wills 


and trusts. Through its offices in over 


fifty leading cities The National City 


Company is helping local bankers 


everywhere to stimulate an interest 


in good bonds and thus to increase 


the possibilities for business in their 


other departments. 


A call to our office nearest you 


will bring our special Bankers’ List 
of bonds suitable alike for your 


bank’s own funds or for the surplus 


funds of your customers. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS +, SHORT TERM 


Voting Trusts 
(Continued from page 670) 


the stock of national banks, written by 
Murray C. Bernays of the New York City 
Bar, is published in the February, 1928, 
issue of the Illinois Law Review, which 
contains an exhaustive consideration of the 
subject supported by citations of authority. 
The writer’s conclusions are that the validity 
of a voting trust of national bank stock is 
governed by Federal and not by State law, 
and that there is no direct statutory prohibi- 
tion in the Federal law against such voting 
trusts. He maintains that voting trusts of 
the stock of national banks in New York 
are unaffected by the amendment of 1925 to 
the Stock Corporation Law and that such 
trusts are under the Federal law entirely 
valid and proper; he asserts that the ascer- 


NOTES 


ACCEPTANCES 


tainable public policy of the Federal Gov- 
ernment would seem to look tolerantly, if 
not favorably, on voting trusts of national 
bank stock. 


Fiduciary Conference 
(Continued from page 673) 


“Some of the Unwritten Laws of Trusts’; 
Ripley L. Dana of Boston, on “Duties and 
Liabilities of Succeeding Trustees,” and Gil- 
bert T. Stephenson, vice-president of the 
Wachovia Bank and Trust Company, Ral- 
eigh, N. C., on “Self Revelations in Wills.” 
Those of Mr. Loring and Mr. Stephenson 
are printed elsewhere in this issue. 

Trevor Arnett, representing the Associa- 
tion of American Colleges, made an im- 
promptu talk on the relationship of trust 


companies and the larger institutions of 
learning which have trust or endowment 
funds. He said that one college alone had 
$14,000,000 in endowment which it was 
placing with trust companies for inv« stment, 
and the practice was rapidly growing. 
Raymond H. Trott, vice-president of the 
Rhode Island Hospital Trust Company, 
spoke at the final session on Thursday after- 
noon on investment powers from the view- 
point of the fiduciary, and there was a dem- 
onstration of the trust investment commit- 
tee’s work under the auspices of the Com- 
mittee on Review and Survey of Trust Se- 
curities of the Trust Company Division, 
A. B. A. Among those who took part in 
this were Carl W. Fenninger, vice-president, 
Provident Trust Company, Philadelphia; 
Harold D. Bentley, vice-president, Guar- 
anty Trust Company, New York; J. Cun- 
liffe Bullock, vice-president, Industrial 
Trust Company, Providence, R. I.; Rob- 
ertson Griswold, vice-president, Maryland 
Trust Company, Baltimore; William Rhodes 
Hervey, vice-president, Los Angeles-First 
National Trust and Savings Bank, Los 
Angeles, and A. F. Young, vice-president, 
Guardian Trust Comapny, Cleveland, Ohio. 


Dr. Frank a Speaker 


HE annual banquet of the trust com- 

panies of the country was held at the 
Commodore, with Walter S. McLucas, 
President, Trust Company Division, A. B. 
A., and chairman of the board, Commerce 
Trust Company, Kansas City, as_ toast- 
master. Mr. McLucas’s address is printed 
elsewhere in this issue. 

Dr. Glenn Frank, president of the Uni- 
versity of Wisconsin, spoke on “Leadership 
in a Democracy—Official and Unofficial.” 
He said that the danger of our democracy, 
as he saw it, was our tendency to select 
leaders who are similar to the rank and file 
of us, whereas the hope of democracy 
“seems to me to lie in our selecting leaders 
who are superior to the rank and file of 
us.” The most difficult lesson American 
democracy has to learn, he said, was to tol- 
erate leaders who are great enough to differ 
from their constituencies when necessary. 

Mr. Frank concluded by saying that he 
was convinced that the permanent political 
party automatically destroys its own useful- 
ness as an agency of statesmanship, and 
that very little in the way of creative and 
courageous statesmanship can be expected 
from any permanent political party after it 
has lived past the handling of the particu- 
lar issue that called it into being. 

On Friday, the day following the close of 
the conference proper, there was held a 
staff relations conference, at which P. S. 
Kingsbury, Chairman of the Committee on 
Staff Relations of the Trust Company Di- 
vision, and personnel manager of the Cleve- 
land Trust Company, presided. Cameron 
Beck, personnel director of the New York 
Stock Exchange, spoke on “Youth—the Be- 
ginning of Right Relations,” and an open 
forum followed. 

In connection with the trust conference, 
there were radio talks broadcast from Sta- 
tion WMCA of New York by H. L. Stand- 
even, vice-president, Exchange Trust Com- 
pany, Tulsa, Okla., on “Should a Wife Talk 
with Her Husband About Making His 
Will?”, in which Mr. Standeven spoke af- 
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firmatively, and by Homer Guck, vice- 
president, Union Trust Company, Detroit, 
on “Does the Law Interpret Woman’s 
Wishes?” Mr. Guck said that it did not 
and advised that every woman who had real 
or personal property to dispose of, to do so 
by a legally drawn will. 


Interest Rates 
(Continued from page 675) 


as reported by the Bank Commissioner, is 
471 per cent, which is considerably higher 
than Mr. Mitchell’s figures. In fact, 68 
of the 196 banks are paying at the rate of 5 
per cent, which seems to make his case even 
stronger. But is this really so? Is it not 
true that Mr. Mitchell, in forecasting the 
trend of dividend rates in the immediate 
future, is thinking more of the short-time 
maturities which are favored by the com- 
mercial banks with which he is familiar? 
Has he not overlooked the long-time invest- 
ments of the mutual savings banks which 
are less likely to be affected by market con- 
ditions ? 

“He says that the matter of reducing 
dividend rates has been discussed for a year 
or two. It is true that it has been discussed 
in New York State, where Mr. Mitchell is 
familiar with conditions, and the discussion 
has been largely on the part of the commer- 
cial banks as to how the mutual savings 
banks of that state could pay a higher divi- 
dend rate. Earnest efforts have been made 
in every conceivable manner to induce the 
mutual banks to come down to a rate which 
the commercial banks could pay. Conse- 
quently, most of the discussion as to the re- 
duction of dividend rates has been for the 
purpose of inducing the mutuals to surrender 
voluntarily the advantage which their type 
or organization gives them in their ability 
to maintain this higher rate. 


Not Affected by Market 
Changes 


66 R. MITCHELL says that since the 

yield on high-grade investments is 
the bank’s only source of revenue, a lessen- 
ing of this yield must be passed on in a 
lower rate to the depositors. This is true, 
and it is particularly true in the commercial 
banks which Mr. Mitchell represents. <A 
mutual savings bank, however, usually buys 
with the intention of holding to maturity, 
and is, therefore, not affected by market 
changes to any great extent. 

“Again, over two-thirds of the savings 
banks in Massachusetts have at least 60 per 
cent of their assets invested in first mort- 
gages on which a 6 per cent rate may be 
expected for some time to come. In fact, 
the state average return on mortgages in the 
mutual savings banks is 5.82 per cent. With 
this large percentage of assets at such a 
favorable rate, we find that the average rate 
on all investments—bonds, mortgages, and 
everything else—is 5.28 per cent, and prac- 
tically all of the investment is in long-time 
securities, 

“Perhaps Mr. Mitchell overlooks one 
great advantage which the mutual savings 
banks have over the commercial banks. 


Matin Office 
140 Broadway 


E invite accounts of banks, corporations, firms 
and individuals, affording them in addition 
to every financing facility, the varied services of a 
banking and trust institution of international scope. 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS 


Mr. Mitchell works for his stockholders, 
and out of every dollar of income, he must 
lay aside in addition to taxes and expenses, 
an allowance for the pockets of these stock- 
holders before he can figure the dividends 
for his depositors. A mutual savings bank, 
however, has no stockholders to absorb 
profits before the depositor gets his divi- 
dends. Of course, taxes and expenses have 
to be paid, but all that is left goes to the 
depositor. 


For Benefit of Depositor 


“— addition to this, the mutual savings 
banks are required by law to maintain 
surplus funds which, in Massachusetts, av- 
erage about 10 per cent of the deposits. 
These funds also are invested for the benefit 
of the depositor, so that in a mutual savings 


LIVERPOOL 


HAVRE ANTWERP 


bank, a depositor really has about $1.10 
invested for his benefit for every $1 in- 
vested by a commercial bank, and the mutual 
depositor pays no toll to stockholders on 
the income from the $1.10, while the in- 
come from a commercial bank’s dollar has 
to provide profits for the stockholder ahead 
of the depositor. 

“Considering the long-term quality of its 
mortgage investments and the relative sta- 
bility of the bond market (in which alone 
the mutual banks are allowed to purchase) 
to the stock market, it is the feeling in Mas- 
sachusetts that while it is probably true that 
some of the banks now paying at thé rate of 5 
per cent will return to the 4% per cent rate 
within two or three years, the savings banks, 
as a whole, see no reason to anticipate a 
drop below a 4% per cent rate for an in- 
definite time to come.” 
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An 800-Car Garage 
for Customers 


in the 25-story addition to 
our present building, is 
indicative of the progres- 


sive policies which have 


made this 


institution 


outstanding in Detroit. 


FIRST 


NATIONAL BANK 


IN 
DETROIT 


FIRST NATIONAL COMPANY 
OF DETROIT, INC. 


Service Charge Fixed 


WENTY-FIVE county associations re- 

port to the Wisconsin Bankers Associa- 
tion that the practice of making a service 
charge on small checking accounts is 100 
per cent effective in their territory. 

The banks of one county have just adopt- 
ed the following schedule of fees for ser- 
vices rendered by employees: Legal papers 
of all kinds, from fifty cents to $2; clerk- 
ing sales, one-half to 1 per cent, minimum 
$7.50; hunting and trapping license applica- 
tions, ten cents; figuring cheese factory 
statements, fifteen cents; making income re- 
ports, minimum fifty cents, after first half 
hour, $1 per hour; collecting rents, 1 per 
cent; inspecting property, minimum $5, per 
hour $1. 


Conditions Abroad 


ORECASTS of a favorable trend of busi- 

ness in 1928 appear to be justified by re- 
ports coming from practically all parts of 
Europe, the Guaranty Survey of the Guaranty 
Trust Company of New York says. Figures 
for foreign trade and for other revenue- 
producing sources are almost uniformly satis- 
factory and in many cases have exceeded 
estimates. Industry is actively employed 
and the financial position is favorable. Plans 
for currency stabilization are progressing in 
Portugal, Jugoslavia and Rumania, and it 
seems reasonable to assume that if the 
spring elections should result in a victory 
for Premier Poincare, France will finally 
announce plans for a legally stabilized 
franc. 


March, 1928 


Our Foreign Investments 


A’ the end of 1927, American foreign in- 

vestments were approximately $14,500,- 
000,000, not including the moneys due the 
United States government from foreign 
governments, according to Dr. Max Wink- 
ler, in a report issued by the Foreign Pol- 


icy Association of New York. With the 
war debts included, the total value of 
American investments abroad is around 


$25,600,000,000, as compared with $18,000,- 
000,000 or $20,000,000,000 for Great Britain 
when British foreign investments were at 
their peak before the war. 


Condition of Business 
(Continued from page 686) 


logical figures dictated by credit supply and 
loan demand. Moreover, it will result in 
better earnings for banks and trust com- 
panies which have in the last year or two 
experienced increasing difficulty in finding 
safe investments to give a profitable margin 
of yield, and have been able to maintain 
profits partly through disposal of securities 
purchased at low prices several years ago. 

Roy A. Young, Governor of the Federal 
Reserve System, speaking at the annual ban- 
quet of New York Chapter, American In- 
stitute of Banking, emphasized the necessity 
of banks cooperating to decrease the rate of 
interest paid on deposits, particularly sav- 
ings deposits, and also of cutting down the 
number of new bank charters granted if we 
are to improve the record of bank failures 
in America. 

Higher money rates, however, have not 
been without influence on secured loans, and 
have been an important factor in inducing 
liquidation of broker’s borrowings. Such 
loans to New York Stock Exchange mem- 
bers now stand around $3,700,000,000 and 
are down $100,000,000 since the first of the 
year, but still $1,000,000,000 higher than at 
this time last year. Some further liquida- 
tion would not be surprising. 


Banking Situation Strong 


HE banking situation remains strong, 

although there are undeniably several 
factors working to reduce the Federal Re- 
serve banks’ ratio of total reserves to de- 
posit and note liabilities combined, which 
now stands around 75 per cent as against 
80 per cent a year ago. Gold holdings of 
the system are about $160,000,000 lower than 
at this time last year, while increases are 
shown in bills discounted, which are $60,- 
000,000 higher, bills bought in the open mar- 
ket $70,000,000 higher, and government se- 
curities $90,000,000 higher. 

Member banks’ reports reflect a net ex- 
pansion of credit during the twelve months 
approximating $1,700,000,000, made up of 
$100,000,000 increase. in commercial loans, 
$700,000,000 in secured loans and $900,- 
000,000 increase in investment holdings. 
Borrowings from the Reserve banks, while 
above one year ago, are still relatively small. 

Gold movements so far this year have 
been abnormally heavy on both import and 


“export transactions. The January shipments 


resulted in a net export balance of $12,- 
861,000, while February resulted in a fur- 
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ther moderate loss. Imports have come prin- 
cipally from Canada and exports have gone 
chiefly to Argentina, although during the 
last week of February the movement to 
France was resumed. The Bank of France 
is almost ready to announce the revaluation 
of its currency at around the present level 
of four cents per franc to replace the old 
unit, which was nominally 19.28 cents. The 
Bank of England is also preparing to amal- 
gamate its bank and currency notes, in con- 
nection with which it desires to fortify its 
gold reserves as much as possible. 


Stock Market Is Irregularly 
Lower 


HE stock market so far this year has 

displayed great irregularity. A short 
period of trading so active that new records 
were established on volume of shares and 
number of issues dealt in is followed by 
days so quiet that new low records of turn- 
over and narrowness of market were made. 

Industrial stocks reacted during the first 
half of January, then recovered and fluc- 
tuated irregularly, then declined still more 
the last half of February. Measured by the 
New York Times’ average of twenty-five 
representative issues, the index stands around 
238 compared with the present year’s high 
of 247 and a low of 171 last year. 

Railroad stocks have followed a declin- 
ing trend so far this year interrupted by 
only minor rallies. The similar average for 
twenty-five leading rails stands around 116 
compared with 120 at the beginning of this 
year and a 1927 low of 99. 

If speculative excess in the stock market 
can be checked, and it apparently has been 
by the action of the Reserve banks in in- 
creasing rediscount rates, the course of the 
market for the balance of the year will be 
determined by the course of actual business, 
as it should be. As we have pointed out 
a number of times, the stock market has 
in recent years become so broad that it no 
longer moves as a whole, but by groups 
and individual issues. Some further decline 


in the “averages” may occur as the liquida- 
tion of brokers’ loans proceeds and as prices 
are readjusted to correspond with the lower 
level of earnings noted this year. 


Bond Prices Soften Moderately 


Ww ts firmer money the prices of bonds 
naturally have softened somewhat, but 
average quotations are still within a fraction 
of the year’s high and more than three 
points better than the 1927 low. Strangely 
enough, high-grade issues seem to have been 
more affected than the more speculative 
types of bonds, because the former represent 
a minimum of risk and respond quickly to 
changes in general interest rates, while in 
the latter case the speculative factor over- 
shadows the rate, and numerous second and 
third grade bonds have for years been work- 
ing steadily into stronger positions. For- 
eign bonds also illustrate this principle, and 
representative foreign government issues re- 
main with few exceptions around the year’s 
high—this despite the threats of interna- 
tional friction between countries in different 
parts of the world that are heard continu- 
ally but are invariably adjusted. 

The volume of new offerings last month 
continued large, and the calling for re- 
demption of outstanding issues by refund- 
ing or outright payment was the largest in 
any February on record. 

The leading issue of the month was $41,- 
101,000, Province of Buenos Aires, Argen- 
tina, 6s due in 1961, offered at 9614. Other 
sizable issues were $35,000,000 National 
Dairy Products Corporation debentures to 
yield 5.33 per cent, and $30,000,000 City of 
Rio de Janeiro, Brazil, 6%4s to yield 6.75 
per cent. Issues of $20,000,000 each were 
sold by the Argentine Government, Pacific 
Gas & Electric Co., Standard Oil Co. of 
New York, and National Public Service 
Corp. 

March is expected to witness several large 
foreign underwritings which will total 
around $500,000,000. 

Following are the details of the major 
bond offerings last month: 


Major Financing in February 


Issue 


Province of Buenos Aires, Argentina, ref. ext. s.f.... 
National Dairy Products Corp. deb.............-000- 
City of Rio de Janeiro, Brazil, ext. s.f.............. 


Argentine Government, ext. 


Standard Oil Co. of N. Y. deb..........ceeeseeeeee 
Pacific Gas & Elec. Co. 1st & ref. 


National Public Service Corp. sec. deb.............65 


Nashville, Chattanooga & St. Louis Ry Ist A....... 
Commercial Invest. Trust Corp conv. deb........... 
Oklahoma Natural Gas Corp. Ist B 
Certain-teed Products Corp. s.f. 
Southern Counties Gas Co. of Calif. Ist............. 
Fitestone Cottam Mille 
Pittsburgh Steel Co. 
Scranton Gas & Water Co. Ist............-2-2ee0e 
Paris-Orleans RR. Co, France, ent. 
Oto Power Co. lat & ref. 
Rhine-Ruhr Water Service Union, s.f. ext. deb 
Southern Railway Co. eq. tr. ctfs. BB........ “a 
Birmingham Elec. Co. Ist & ref..........seeeeeeeee 
Nippon Electric Power Co., Ltd., Japan, Ist......... 
Purity Bakeries Corp. s.f. 
City of Brisbane, Australia, s.f..............0000005 
Savoy Plaza Corp. s.f. deb 
Second Inter. Securities Corp. deb.............0500: 
Spang, Chalfant & Co., Inc., Ist s.f.............--- 
Penna. Water & Power Co. Ist ref. B...........--- 
Rochester Gas & Elec. Corp. gen. mtge. D...........- 
German Building & Land Bank, mtge. sec. col........ 
Cleveland Union Terminal Co. Ist s.f. C.........-- 
Mtge. Bank of Venetian Prov. ext. s.f. A.........-- 
Indiana Service Corp., Ist lien & ref. A.......+-+++ 
Province of Quebec, Canada, 8.f..........s0eeeeeeee 
Central Vermont Ry. Co. receivers ctfs........-++++ 
Kraft-Phenix Cheese Co. 


Amount’ Rate Due Price Yield 
$41,101,000 6 1961 96% 6.25 
35,000,000 5% 1948 99 5.33 
30,000,000 6% 1953 97 6.75 
20,000,000 5% 1962 97 5.70 
20,000,000 4% 1929-48 4.05-.60 
20,000,000 4% 1957 99 4.56 
20,000,000 5 1978 93% 5.35 
16,800,000 4 1978 97 4.14 
15,000,000 5% 1958 92% 6.04 
15,000,000 6 1948 100 6.00 
14,000,000 5 1948 96% 5.30 
13,500,000 5% 1948 98% 5.62 
12,000,000 4% 1968 99% 4.80 
12,000,000 5 1948 97 5.25 
11,000,000 6 1948 101 5.90 
11,000,000 4% 1958 99 4.56 
10,750,000 5% 1968 96 5.75 
10,018,000 4% 1956 96 4.75 
10,000,000 6 1953 93 6.55 
9,840,000 4 1928-43... 4-.15 
9,200,000 4% 1968 95% 4.77 
9,000,000 6% 1953 94 7.00 
8,500,000 5% 1943 99 5.60 
8,000,000 5 1948 97% 5.20 
7,500,000 5 1958 94% 5.35 
7,000,000 5% 1938 98 5.75 
7,000,000 5 1948 95% 5.35 
7,000,000 5 1948 99 5.08 
6,000,000 4% 1968 99 4.55 
6,000,000 4% 1977 99% 4.52 
5,250,000 6% 1948 98% 6.65 
5,000,000 4% 1977 102 4.40 
5,000,000 7 1952 95 7.45 
5,000,000 5 1963 99% 5.03 
5,000,000 4 1958 97% 4.15 
5,000,000 4% 1930 99.53 4.50 
5,000,000 4%4-5 1929-31 wa 4.50.5.35 


"Catalog suggesting hundreds of BUSINESS-SHORT-CUTS 


745 


Trustworthy 


for Trust 
Funds 


EMPIRE BONDS 


are guaranteed un- 
conditionally as to 
principal and inter- 
est by strong, well 
known surety com- 
panies. 


They are indepen- 
dently trusteed by a large 
bank or trust company 
and are legal for trust 


funds. 


Their unquestioned 
safety and liberal yield 
of 6% merit the favor of 
wise investors. 


Empire Bond & Mortgage Corporation 
National City Building 


42nd Street at Madison Avenue, New York 


RUSH 
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UBBER NAME STAMP 4 ¢ 
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INK PAD 20° - DATER 50* - NUMBERER 60° 
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HARRIS TWEED 
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Hand-Woven, High Class Material, 
Aristocrat of Tweed for Golf and 
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MIDLAND BANK 


LIMITED 


Chairman: 
THE RIGHT HON. R. McKENNA 


Joint Managing Directors : 
FREDERICK HYDE EDGAR W. WOOLLEY 


Statement of Condition 
December 3/1 st, 1927 


RESOURCES $5 = £1 

Cash in hand and Due from Banks .. £342,025,233-°56 
Money at Call and Short Notice 137,545,385-25 
Investments os ws 177,177,650-44 
Bills Discounted ee 246,573,891-31 
Advances .. eo es 1,032,439,551-29 
Liabilities of Customers for Acceptances, 

Confirmed Credits and Engagements 184,987,972-°37 
Bank Premises oe 38,178,229-98 
Investments in Affiliations oo 33,332,444-73 


2,192,260,358-93 
LIABILITIES 
Capital Paid up .. oo oe ee 63,328,990-00 
Surplus oe ee oe ee ee 63,328,990-00 
Deposits ee eo eo 1,880,614,406-56 
Acceptances and Confirmed Credits .. 100,802,473-52 
Engagements os es 84,185,498-85 
2,192,260,358-93 
Together with its affiliations the Midland Bank operates 2410 
branches in Great Britain and Northern Ireland, and has offices in 
the Atlantic Liners Aguitania, Berengaria and Mauretania. The 


Foreign Branch Office at 196 Piccadilly, London, is specially 
equipped for the use and convenience of American visitors in London. 


AMERICAN DEPARTMENT: POULTRY, LONDON, E.C. 2 


HEAD OFFICE: 5 THREADNEEDLE ST., LONDON, E.C. 2 


| 5 THREADREEDLE ST. LONDON. 


SHORT TERM INVESTMENTS FOR BANKS 


Our short, term obligations have 
been_ purchased by more than six 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » BROADWAY at 57 TH ST. » New York City 


Capital, Surplus & Undivided 
Profits : $52,156,000 


Convention Calendar 


STATE 
DaTE ASSOCIATIONS PLAcE 


April 14-16 Florida Tampa, Florida 
and Havana, Cuba 
May Arkansas Little Rock 
May North Carolina Pinehurst 
May Texas San Antonio 
May Oklahoma Tulsa 
May Maryland 
Old Point Comfort, Va. 
May Mississippi-T ennesse« 
Joint Convention 
Memphis, Tenn 
May Pennsylvania 
Atlantic City, N. J. 
May Alabama Mobile 
May Missouri 
May Ohio Cincinnati 
May Kansas Lawrence 
May Georgia Savannah 
May New Mexico Tucumcari 
June Idaho Boise 
June California Pasadena 
June South Dakota Sioux Falls 
June Virginia Old Point Comfort 
June West Virginia 
White Sulphur Springs 
June Washington 
June Connecticut Manchester, Vt. 
June Iowa Cedar Rapids 
June Minnesota Pequot 
June South Carolina Myrtle Beach 
June Illinois Rock Island 
June Colorado 
Troutdale in the Pines 
June Utah Ogden 
June Maine Belgrade Lake 
June 2 New York Upper Saranac 
June Wisconsin Milwaukee 
July. North Dakota Dickinson 
Sept. Montana Yellowstone Park 
Sept. Kentucky 
Sept. Indiana Gary 


OTHER 
DaTE ASSOCIATIONS PLACE 


Mar. 26-27 Secretaries Central States 
Conference, Columbus, Ohio 
April 16-19 A. B. A. Executive Council 
Augusta, Ga. 
June 15-16 New England Bankers 

Manchester, Vt. 
June 18-22 American Institute of Bank- 

ing, Philadelphia, Pa. 

Oct. 1-4 American Bankers Assn. 
Philadelphia, Pa. 


Savincs BANK Division REGIONAL 


CoNFERENCES 
March 15-16 Chicago, 
March 22-23 New York, N. Y. 
April 5-6 Richmond, Va. 


Pitfalls in Banking 


UNDREDS of banks, both large and 

small institutions, have taken advan- 
tage of the Group Subscription plan by 
which officers, directors, department heads 
and others each has his own copy of the 
AMERICAN BANKERS ASSOCIATION JOURNAL 
each month. The information this maga- 
zine carries adds to their abilities to serve 
the bank and its customers. It helps them 
to avoid many of the pitfalls to be encoun- 
tered in the ordinary routine of the business. 
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Profits in Silk Industry 


(Continued from page 672) 


be supplied by the seller of raw or thrown 
silk, by his bank under import commercial 
credits, straight unsecured loans or receiva- 
bles discounted, by selling commercial paper 
in the open market, by bond or mortgage 
on his plants, and by chattel mortgage on 
the machinery purchases. 

Instead of this, frequently the manufac- 
turer is “factored” by a house that may or 
may not act also as his selling agent, and 
which makes advances secured by the mer- 
chandise as fast as produced (usually up to 
66 2/3 per cent). Then as rapidly as sales 
are made the factor takes over the accounts 
receivable, assuming the credit risk, and 
pays the manufacturer the proceeds, less the 
discount to maturity and less the advances 
already made. Such an arrangement ena- 
bles the manufacturer to secure a more 
rapid turnover of his own capital, instead of 
further tieing up capital in receivables after 
he has already carried the silk for approx- 
imately ten weeks required in throwing, 
weaving and finishing. 

Sales of finished goods to the trade are 
usually on standard terms of 6 per cent 
ten days, sixty days dating. This means 
that bills are due and payable at the office 
of the seller, less a discount of 6 per cent in 
seventy days from date of the invoice, the 
buyer having the privilege of anticipating 
the sixty days at a rate of 6 per cent per 
annum within ten days from date of invoice. 


Distribution and Outlook 


HE distribution end of the silk business 

is the one in closest contact with con- 
ditions determining its prosperity. Style 
changes are of paramount importance and 
cause continual readjustment in the indus- 
try, of which credit men and bankers must 
keep abreast. 

Looking back a few years the changes 
have been kaleidoscopic. One need not be 
very old to remember when the silk. con- 
sumption of the average family consisted 
mainly of mother’s black silk taffeta Sunday 
dress. Now women of all ages and every 
social position have a wardrobe made up 
principally of silk or silk mixtures. Where 
are the heavy woolen dresses of yesteryear? 
The ribbon industry was at one time flour- 


- ishing, but how much ribbon is used on mil- 


linery today, or to trim dresses? Time was 
when the woman known to wear silk under- 
wear was regarded with suspicion, but now 
cotton underwear is as obsolete as red flan- 
nel. How many women wear anything but 
silk or rayon hosiery, even at a sacrifice 
of other comforts? 

Nor is milady the only one responsible for 
this present Age of Silk, even though she 
provides the major demand. Silk socks for 
men run into millions of dollars annually, 
while the bill for woven and knitted neck- 
ties is equally large. Silk shirts appear to 
be an exception, and their popularity has 
been on the wane since the days of the 
post-war boom. 

Obviously the distribution end of the silk 
industry demands merchandising ability of 
a high order, and creates a credit situation 
somewhat more hazardous than in most 
other lines. Finished broad silk must be 
disposed of rapidly, for it deteriorates with 
age, and if printed with a fancy rather than 
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TRADE MARK REG US PAT OFF 


WIRE CLOTH 


used in connection with ‘“Honsinger’’ Patented Bandit Resistant Devices 
makes your bank impregnable against the hold-up man. 


Write for booklet No. 79-C. 


It contains complete information about 


this bullet-resistant wire cloth as well as ““Honsinger’’ Patented Safety 
Deal Trays, Amplifiers and Gunports. 


BUFFALO WIRE 


WORKS CO., INC. 


(formerly Scheeler’s Sons) 


568 Terrace 


Est. 1869 


BUFFALO, N. Y. 


MADE UP TO A STANDARD—NOT DOWN TO A PRICE. 


Municipal Bonds 


Safety of Principal 


All Maturities 


All Denominations 


Tax Exemption 


414% to 6.00% 


Write for Offerings 
and Bank Discounts. 


SheHanchelt Bond Ca. 


Incorporated 1910 
MUNICIPAL BONDS 


39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


standard design must be sold immediately 
before the prevailing styles in prints change. 
In hosiery, new styles and particularly new 
colors, place the manufacturer and dealer in 
constant uncertainty as to whether they will 
be sold at a profit or loss. 

Rayon, which has properties so similar to 
silk but is made artificially from the pulp 
of wood, cotton, cornstalks, etc., solidified 


IF ieve— 
you believ 

that there are some folks in your 
community who haven’t yet tied 
up with a strong, friendly bank 
(and there are)—or/and if you 
believe that some of your present 
customers need and would respond 
to an inspirational savings appeal 
(and they would)—you can display 
N. S. B. posters with profit. 


Fifty-two colorful savings posters 
are now ready for our 1928 clients. 
ASK US ABOUT THEM. 


NATIONAL SERVICE 
BUREAU 
of New York, Inc. 
80 John Street New York 


POSTER INFORMATION, PLEASE 


Window Lobby 
0 Front of Building ‘ 
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Has Your Library This Viena? 
It Should Have 


Volume XIX of the American Bankers Associa- 
tion Journal is a book of reference which should 
be in every bank, and in the private library of 
every banker, for with an extensive index in- 
cluding cross references it makes available a 
great fund of practical information. 


Volume XIX consists of the issues of a full year 


—July, 1926, to June, 1927, inclusive. 


Bound 


Sent Postpaid in the U.S. for $4.00 


American Bankers Association Journal 
110 E. 42nd Street, New York City 


Send for 
this 


CREDIT MANAGERS 


AWRENCE SYSTEM warehouse 
receipts will enable you to 
ut manufacturers on a perfect 
ion basis by giving you cleat 
title to Snished products or raw 
materials on hand at their plants 
through the creation of branch 
public warehouses in the man- 
ufacturers’ own factories. 


Send to our nearest office for the booklet 


JAWRENCE AREHOUSE 
(OMPANY 


A. T. GIBSON, PRESIDENT 


29 So. La Salle Street _37 Drumm Street 
CHICAGO SAN FRANCISCO 


Public Bldg. Gibson Terminal 

Buil Dexter-Horton Bldg. 

LOS ANGELES = SEATTLE 


403 t Street 
PORTLAND 


into a flexible strand, was at first regarded 
as threatening the natural silk industry. 
With the increased production of rayon, its 
improved quality, lower prices and better 
knowledge of how to launder rayons on the 
part of the public, it now is regarded as a 
valuable ally to silk. By mixing the two, a 
certain amount of natural silk is introduced 


| 
in book covers and lettered in gold. Send for 
it now. 


AMERICAN BANKERS ASSOCIATION 


FINANCIAL STATEMENTS 


(CREDIT APPLICATION BLANKS) 
Designed and Approved by the 
CLEARING HOUSE SECTION 
AMERICAN BANKERS ASSOCIATION 


Three revised Forms of 4 pp. each 84 x 11. 
No. 2. Individual, Manufacturing or Mercantile. 
No. 3. Corporation. 

No. 4. Partnership. 
100 300 500 


$9.00 $12.50 


Farmer 2 pp., 844 x11. 
300 500 1000 
$4.50 $6.25 $10.00 
Imprinted with bank name, small extra charge. 
Specimen free on application. 
Send 20 cents for set of four (4). 


M. B. BROWN PRINTING & BINDING CO. 
37-41 Chambers St., New York, N. Y. 


into goods for which pure silk would be too 
expensive. Also, the relatively stable price 
of rayon, and all synthetic materials for 
that matter, compared with the wide fluctua- 
tions in raw silk prices that are experienced 
in even normal years, makes rayon a sta- 
bilizing influence on finished mixed-goods 
prices, the relative proportions of rayon and 
silk used being altered to correspond with 
fluctuations in the cost of the latter. 

The bright spot made by the silk industry 
in our industrial picture today shows no in- 
dications of dimming. Every modern trend, 
—to the cities, to closed automobiles, to bet- 
ter offices and homes with steam heat—all 
favor the light-weight, beautiful, easily- 
washed silk garments. Foreign supplies by 
the sericulturists of Japan continue ample 
and prices are reasonable, raw silk in the 
New York market costing around $5.35 per 
pound (Kansai crack double extra) com- 
pared with $5.80 in March, 1927, and $6.60 
two years ago. In recent weeks there has 
been a moderate recovery after a two years’ 
decline which brought the December, 1927, 
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average down to $5.00. Competition from 
abroad has been a scare for years, but the 
aggregate importations of silk goods amount 
to only 2% per cent of the value of Ameri- 
can manufacturers, and there is a tariff of 
55 to 60 per cent on importations of silk 
goods while raw silk comes in free of any 
duty. 


Earnings of Leading 
Companies 


MONG the companies given in the fore- 
going table of profits, the largest earn- 
ings in 1927 were those of the Gotham Silk 
Hosiery Co., Inc., which amounted to $3,697,- 
452 compared with $2,879,408 in 1926. This 
company’s capitalization consists of pre- 
ferred and common stock carried at $9,629,- 
655 and a surplus of $3,926,297, on which 
combined investment last year’s return was 
at the rate of 27.3 per cent! 

Second largest among the silk manufac- 
turers is Julius Kayser & Co. which in the 
fiscal year ended June 30, 1927, had a net 
profit of $1,729,199 compared with $1,139,- 
095 in the preceding fiscal period of ten 
months. Kayser’s capitalization consists of 
$225,411 in preferred stock and $11,995,782 
in common, with a surplus of $1,045,081 on 
which total investment the 1927 earnings 
represented a 13 per cent return. 

The recently published report of the 
Belding-Heminway Co. whose earnings de- 
clined from $797,292 in 1926 to $521,952 in 
1927 is probably typical of the unsatisfac- 
tory conditions under which the average 
silk mill (excluding hosiery and specialties) 
operated last year, hampered by a declining 
price level and extreme competition. This 
company, which is a consolidation effected in’ 
1926 between two old-established concerns, 
Belding Brothers & Co. and the Heminway 
Silk Co. has a capitalization of $109,300 in 
preferred stock, $1,507,200 in common and 
a surplus of $7,831,115, making a net worth 
of $9,447,615 on which last year’s profit 
represented a return of 5.5 per cent. 

Celanese Coporation, a rayon producer, 
expanded its earnings from $908,913 in 1926 
to $2,754,071 in 1927, which is in line with 
the rapid development of the rayon indus- 
try. Its capital consists of $14,817,900 in 
preferred stock and $5,792,750 common with 
surplus’ of $1,681,790, on which investment 
the 1927 profits were at the rate of 12.3 per 
cent. 

Tubize Artificial Silk Co. is another im- 
portant factor in the rayon industry. Its 
last year’s report has not been issued, but 
in 1926 profits of $2,600,000 were reported. 
Rayon production appears to be carried for- 
ward by a few strong companies, and al- 
though two or three years ago plans were 
being made for the establishment of several 
hundred concerns by independent interests in 
all parts of the country to take advantage of 
this new textile, they have to date not 
progressed very far. Other important pro- 
ducers are the Dupont Rayon Co., subsi- 
diary of E. I. duPont de Nemours & Co., 
and the Viscose Company, which is affiliated 
with Courtalds, Ltd., of England. A num- 
ber of companies using the name “rayon” 
in their title do not manufacture the mate- 
rial but only make articles of clothing from 
it; some of these have been merely stock- 
jobbing schemes to exploit the popular 
name “rayon” at the expense of gullible in- 
vestors. 
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Excessive Rates on Public Funds 
By E. T. O’BRIEN 


President, United States National Bank, Kenosha, Wis. 


ITHIN recent years bankers 

throughout the country have 

become aroused to the necessity 

for reducing the proportion of 
unprofitable accounts. Everywhere they are 
insisting upon substantial minimum balances 
and are instituting service charges to the 
end that they may check this drain upon 
income and continue to maintain their stand- 
ards of service. 

Now the small and unprofitable savings 
account is coming in for its share of atten- 
tion, and particularly since Dan Westervelt 
of the First Trust and Savings Bank, Chi- 
cago, pointed out that in one bank with 
150,000 savings accounts the aggregate bal- 
ance of 100,000 of these accounts amounted 
to less than 2 per cent of the total savings 
deposits. He believes that two-thirds of the 
savings accounts upon the books of the 
banks of the country are a direct expense 
rather than a source of profit. 

Obviously, this situation is not as it should 
be. It demands the earnest consideration of 
every forward-looking banker. Another 
class of account which is no less deserving 
of attention is that which represents de- 
posits of public money. 

Just as a banker has every right to ex- 
pect a checking or savings account to pay 
its own way, so he has a right to expect 
deposits of public money to meet. the cost 
of handling. 

During the war the volume of public 
funds deposited in the nation’s banks in- 
creased rapidly, while the rates of interest 
offered for such funds were also increased 
because of the demand for loanable capital. 
Some banks bid more than careful figuring 
would have shown they could afford to pay, 
and for some years now financial institutions 
shave been struggling to readjust rates to 
normal conditions. 


A! the present time some of the larger 
banks in Wisconsin have refused to 
accept state funds when they had to pay 
3 per cent for them and also furnish bond, 
inasmuch as the cost of handling makes 


profit out of the question. There is, indeed, 
general agreement that state funds are not 
worth more than 2% per cent, even with 
the state furnishing the bond. 

It is perfectly true that every bank has 
certain dormant accounts on which 3 per 
cent is a fair enough rate, since the money 
can be put out in permanent 6 per cent 
loans. But when the deposit is of public 
money, the bank must be ready to pay out 
the entire amount on demand, which means 
it must invest in securities which bring from 
3 per cent to 4%4 per cent. 

I need not emphasize the importance of 
putting public funds only into governmental 
securities, call loans, commercial paper, or 
sound bonds which are approaching ma- 
turity. Let me illustrate: 

Out of every $100 deposited in a bank, the legal 
reserve needs require the bank to send part of this 
deposit to the Federal Reserve Bank, where it 
remains without interest, part to the correspondent 
banks, and to retain part of the amount in cash 
in the bank for operation. These would amount 


‘to from 15 to 20 per cent out of every $100, 
thus only about $80 out of $100 could be loaned 


at interest. Reckoning at 4 per cent, the bank 
would receive 3.2 per cent interest on every $100 
of public deposits. The cost of operation per 
$100 is at least 2 per cent. The conclusion is 
evident that the bank would not have sufficient 
left to pay over 1% per cent interest. 


N the effort to arrive at a just conclu- 

sion as to what banks should pay for 
public funds, the following questions were 
submitted to fourteen of Wisconsin’s lead- 
ing bankers: 


(1) Upon what basis shall funds be divided among 
the various banks? 

(2) In what class of investments should public 
funds be invested? 

(3) What rate of interest should be paid on pub- 
lic funds? 


Their answers, when summarized, showed 
these points: 


(1) Public funds should be distributed among the 
banks taking into consideration the size of 
their assets, capitalization, and surplus, and 
in addition to this, the strength of the man- 
agement and ownership. 

Public funds should be invested in liquid con- 
servative securities, viz.: government bonds, 
commercial paper, and call loans, and con- 
servative short time bonds. 

Public funds should not be distributed on a 
competitive basis, but a fixed rate should pre- 
vail over the state, because all the banks should 
invest the funds in the same type of securities 
as indicated in the above paragraph. 

(a) Interest on public funds should be the 
same as paid by reserve correspondent banks; 
or (b) interest rates should be 2 per cent less 
than the Federal Reserve discount rate; or 
(c) the rate on public deposits should be the 
average prevailing commercial paper rate less 
2 per cent, the latter being the cost of handling. 
Active bank balances should be figured by the 
week or month on the lowest balance. 

No interest should be paid on active balances 
under $5,000. No interest should be paid on 
town, school, or other public funds unless the 
balances remain above $5,000 for a reasonable 
period. 

Some method should be devised whereby the 
small banks of the state who have difficulty 
in securing surety bonds could receive public 
deposits. 

State funds vary less than county or city 
funds, and there is usually a substantial bal- 
ance through the year, and if a withdrawal is 
made, the state treasurer gives a notice so 
that the banks have time to adjust their affairs 
to the withdrawal. It would seem, therefore, 
that state funds were deserving of one half per 
cent higher rate of interest than city or county 
funds. A rate of 2 to 2% per cent on state 
funds appears proper at the present time, the 
state to furnish the bonds as at present out 
of the interest, or the banks could pay the 
full rate of interest deducting the cost of the 
surety bond. 

(9) In a few cities the banks pay 1% per cent on 
daily balances, and the cost of the bond. 


Or the basis of these expressed opinions 
it seems reasonable, then, that banks 
should pay 1% per cent to 2 per cent on 
county and city funds and furnish the bond, 
interest to be figured on dormant accounts 
on the full deposit and on varying accounts 
at 1% per cent to 2 per cent on monthly or 
weekly minimum balances. Where a bank 
has money deposited with it for a definite 
period of months, the bank might be able 
to pay a somewhat higher rate. 

With a view to determining the prevail- 
ing rate of interest on public funds in Wis- 
consin, a questionnaire was recently sent out 
to 969 banks, of which 678, or more than 
70 per cent, responded. Banks in seventy 
counties answered as follows: Forty-four, 
2 per cent or less; fifty-nine, 214 per cent 
or less; ten, 234 per cent to 3 per cent; 
one, 3%4 per cent; one, 4% per cent. 

Banks in the cities of 60 counties answered 
as follows: Twenty-five, 134 per cent. or 


AMERICAN BANKERS ASSOCIATION JOURNAL 


—a lovely world apart 


Ireland is just nine hours away from 
London: yet it is a World apart. 


From the moment you step on Irish 
soil, whether you visit the incom- 
parable Killarney, lovely Connemara, 
the green hills of Donegal—you are 
ina “ different’’ World. A World 
of simple gaiety, of friendly greetings 
in the soft Irish brogue; of little 
whitewashed cabins and the soft 
fragrance of the Irish air. A lovely 
land to see and.a friendly people 
whose hearty “ God bless you!’’ will 
linger long in the minds of every 
visitor. 

Between England and Ireland the 
London Midland and Scottish Rail- 
way has six different routes. 


LMS 


Illustrated pamphlets from John Fairman 
(Dept. A41), 200 Fifth Avenue, New York 
Or from our L M 8 Agent, Thomas Cook 
€ Son, or the American Express. 


Underwriters 
of 
Surety Guaranteed 
First Mortgage Bonds 


Issuing bonds under the Colonial 
Plan are old, established First Mort- 
gage Companies operating in the fol- 
lowing cities: 


Chicago, Detroit, Indianapolis, Pitts- 
burgh, Los Angeles, San Francisco, 
Seattle, San Antonio, Fort Worth, 
Louisville, Huntington, Charlotte, 
Greensboro, Winston-Salem, Ashe- 
ville, Tampa, Cleveland, Cincinnati, 
Philadelphia, New York. 


Inquiries from Investment Bankers 
solicited. 


The Colonial Mortgage 


Investment Company 
Citizens National Bank Building 
Baltimore, Md. 


less; forty-one, 2 per cent or less; eighteen, 
2 per cent to 3 per cent; one, 3% per cent. 
This information is now in the hands of 
the legislation committee of the Wisconsin 
Bankers Association for consideration. 
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Is Your Mail Private 
or Public? 


“Aha! see Frank Quinley 
owes his Bank 
$5000” 


it 


Do you send your private confiden- 
tial mail in envelopes that can be “read 
through” by anybody from the janitor 
and office boy on up? 


This country-wide need for a private 
one-piece window envelope is what 
prompted us to develop the new 


Suns) pake 
The Suns 0 pake one - piece 


window envelope renders your mail 
absolutely confidential so far as read- 
ing through it is concerned—it cannot 
be deciphered by prying eyes even 
when holding it before a strong light, 
thus safeguarding your customers’ 
private business transactions with your 
house. 


Showing How Ordinary Envelopes Can be Trans- 
parentized With Gasoline and Contents ‘‘Read 
through’ them, Leaving No Trace of Tampering 


us and prices 
of this wonderful 

pake 
judge for yourself their splendid 
merit. 


TRANSO ENVELOPE Co. 
3530 North Kimball Avenue 
Chicago, Illinois 


GOITRE RHEUMATISM 
STOMACH DISEASES 


and Many Other Chronic Diseases 
By Natural Methods 
Are Cured { RegularM.D.s in Attendance 
TILDEN HEALTH SCHOOL 
3204 W. FAIRVIEW PL. 
Arthur Vos, A.B., M.D., Pres. 
Write for FREE Literature 


ASTHMA 


DENVER, COLO. 


Bank and Insurance Stocks 


Write for BTI 


Guttag Bros. 
16 Exchange Place ; 


New York 
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Ample Business for Both 


(Continued from page 715) 


Just as the corporation proved to be far 
superior to the partnership as a means for 
doing business, so is the corporate executor 
replacing the individual in the business of 
settling and administering estates. A na- 
tional survey just completed by the Trust 
Company Division of the American Bank- 
ers Association shows that there has been 
a 374 per cent increase within the past four 
years in this field of personal trusts. The 
number of times that trust companies and 
banks were named as executor or trustee 
under wills during 1927 was four and one- 
half times as great as in 1923! So it may 
be said that this movement is progressing 
impressively; yet nothing approaching the 
real possibilities in volume of personal trusts 
has yet been attained. 

With all this tremendous increase in fidu- 
ciary business, still we hear occasionally 
some complaint, especially in the Middle 
West, that the public is not more ready 
to adopt the trust idea. This seeming leth- 
argy, I believe, has a reason—namely, our 
western youthfulness. The states beyond 
the Mississippi are really only in their sec- 
ond generation of business men. In other 
words, we have too few grandfathers. We 
have been so busy making money and de- 
veloping virgin wealth that thoughts of con- 
servation have been crowded out of mind. 
What is true of the West is only a matter 
of degree. All America is yet too young to 
comprehend ftilly the trust idea. 

About five years ago the life insurance 
field was shocked by a movement among 
trust companies which was promptly brand- 
ed with the ugly name of usurpation. 
The financial octopus was about to fasten 
its vicious tentacles around a vital part of 
the insurance body and strangle its pet pre- 
rogative—the annuity or monthly remittance. 
Insurance salesmen and even some execu- 
tives rose up to assail the idea. 

It was not long, however, before men of 
eminence in insurance circles began to real- 
ize that the insurance trust is a cooperative 
method of creating a tremendous volume 
of new businesss for both insurance com- 
panies and trust companies. That it is des- 
tined to relieve the insurance companies of 
a responsibility which they could never hope 
to discharge with more than indifferent suc- 
cess, and to place that responsibility upon the 
trust companies, where it can be and is being 
discharged with outstanding success. 

Our work of educating the insurance coun- 
sellor to the trust company idea is only 
begun, but I am happy to hear from all 
parts of the country that, as they learn of 
the advantages of the insurance trust and 
recognize the mutuality of interests, their 
resistance disappears and they become our 
salesmen. 

Fifteen years ago life insurance in force 
in the United States was approximately 
$12,000,000,000. Today it is nearly $90,- 
000,000,000. Does not that give a vision 
of possibilities? Does not it bring a sense 
of our responsibility as sponsors of estate 
conservation ? 

It is also encouraging to note the con- 
stant extension of cordial relationship with 
lawyers throughout the country. Time was 


only a few years ago that a misunderstand- 
ing existed between our trust companies and 
the members of the Bar, but, happily, the 
breach which threatened has been closed, so 
that full cooperation of both professions 
makes possible a service that is of in- 
calculable value to everyone needing legal 
as well as fiduciary help. 

The commercial department of the bank 
offers a field for trust development wide 
enough to occupy the major part of our 
sales effort. There is no doubt that the 
commercial side of banking at present over- 
shadows the trust features. Perhaps it al- 
ways will be so, for the everyday work 
of trade and commerce engages more capi- 
tal than do fiduciary matters. Let us not, 
however, overlook the future of trust func- 
tions which seems to offer profits second 
only, if at all, to the older forms of bank- 
ing. Remember that all the wealth which 
is possessed today will pass to other hands 
within one generation. Whenever property 
in quantity passes by inheritance, there is 
need for fiduciary service with resulting 
legitimate profit. 

Considering the general public—the mass 
of population not yet ready for trust fea- 
tures. Just much general publish- 
ing of the advantages of our services is 
profitable, I am not prepared to say, nor 
do I believe that anyone can accurately 
measure its effect. This I do know, how- 
ever—that struggling young men often be- 
come wealthy, middle-aged men, and when- 
ever a man has accumulated a competency 
he is a prospect for trust services. While 
intensive personal work on him may well 
await his affluence, certainly it is important 
that the seeds of desire be sown and ready 
to sprout when his season comes. 

There has developed lately a startling, 
though not altogether unexpected, tendency 
toward consolidation of competitive inter- 
ests. In that respect banks seem to be fol- 
lowing the times. I believe in reasonable 
concentration of financial strength, for only 
from great sources can great help be de- 
rived. Thirty-five years ago there were as 
many banks in the city of New York as 
there are today, with half the present popu- 
lation. Will anyone say that the banking 
business in New York is not better con- 
ducted today than ever before? Financial 
institutions are now enjoying public confi- 
dence in greater degree than ever, and it is 
because they are deserving of it. 

Since the days when the Sherman Act 
was a sizzling subject, when Americans 
shrank from the idea of huge consolida- 
tions, there has been a gradual recession 
from that fear. The man on the street 
in those days spoke of millions in a hushed 
voice. Today he is supremely blasé in 
speaking of billions. 

Consolidation within itself is not danger- 
ous. The danger lies in weakened manage- 
ment. Safety of the new economic trend 
toward consolidation shall come through the 
realization in the hearts of business men, 
and especially bankers, that they are the re- 
cipients of great and growing public con- 
fidence. 
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$100,000,000 
St. Louis-San Francisco Railway Company 


Consolidated Mortgage 4!2% Gold Bonds 
Series A due March 1, 1978. 


Interest payable March 1 and September 1. 


Principal and interest payable in New York. 


Bonds 


in denominations of $1.000 and $500, with privilege of registration, as provided in the Indenture. The 
Company reserves the right to call these Bonds for redemption, as a whole or in part, upon sixty days’ 
previous notice, on any interest date, at 105% up to and including March 1, 1968 and at par thereaiter. 


E, N. Brown, Esq., 
March 1, 1928, writes in part as follows: 


A material improvement in the capital structure of the 
Railway Company will be accomplished through the sale of 
these $100,000,000 414% Bonds under the new Consolidated 
Mortgage and through the issue of $49,157,400 6% Preferred 
Stock (to be offered to the Common Stockholders), which 
you have underwritten. Funded debt will be reduced by 
$26,292,000 and will be about 2.4 times the capital. stock as 
against about 4.2 times at present; fixed and contingent 
interest charges will be reduced by over $2,900,000 per 
annum. 

The proceeds of this financing will be used to pay 
$126,292,000 Bonds and Notes (of which $103,073,000 Pan 
interest at the rate of 6% and $17,173,000 at the rate of 
514%), to retire $7,500,000 6% Preferred Stock, and to 
provide about $9,000,000 for corporate purposes. 

The Consolidated Mortgage Bonds will be secured 

(a) by deposit of over $66,630,000 underlying Bonds 
($47,630,000 St. lLouis-San Francisco Railway 
Company Prior Lien Mortgage Bonds and over 
$19,000,000 Kansas City, Fort Scott and Memphis 
Railway Company Refunding Mortgage Bonds); 

_(b) directly, or through pledge of all outstanding 

securities, on 4,292 miles of road of the 
St. Louis-San Francisco system proper, together 
with equipment, terminals, shops, etc.; 

(c) by substantially all the stock or properties of the 
Kansas City, Fort Scott and Memphis Railway 
Company, owning or controlling 1,331 additional 
miles of road; 

(d) by all properties hereafter acquired with the 
proceeds of Consolidated Mortgage Bonds. 

The Bonds will be subject to $162,420,520 underlying 
Bonds in the hands of the public (the amount of which can 
not be increased), to $17,438,000 Equipment Trust 
obligations and to any liens on after-acquired property. 
The underlying Bonds can not be extended and Consolidated 
Mortgage Bonds will be reserved to refund them. 

The Consolidated Mortgage Bonds will be issued under 
an Indenture to Interstate Trust Company, New York, 
and John A. Aid, Esq., St. Louis, Trustees. There will 
be presently issued not exceeding $110,000,000 Series A 


Chairman of the Board of Directors of St. Louis-San Francisco Railway Company, in a letter, dated 


Bonds, of which all in excess of $100,000,000 will be placed 
in the treasury. Additional Bonds may be issued in series 
with such provisions as to interest, maturity, redemption, 
etc., as may be determined by the Board of Directors, under 
restrictions to be set forth in the Indenture, but at no time 
shall the principal amount of Consolidated Mortgage Bonds 
outstanding, together with all bonds prior in lien, exceed 
three times the then outstanding capital stock of the 
Railway Company. 

Earnings of the System for the 
December 31, 1927 were as follows: 


five years ended 


Total income after all 
deductions except interest 
and Federal income taxes 


$18,875,698 
21,770,689 
23,404,452 
94,406,054 24,148,360 
89,259,584 23,824,480 


The above total income for the vear 1927 was equal to 
over 1.9 times the annual interest charges (about $12,346,000) 
on the funded debt after completion of this financing, and 
the average for the past five years was equal to 1.8 times 
such interest charges. 

The Railway Company will have outstanding $49,157,400 
par value 6% Preferred Stock, and $65,424,900 par value 
Common Stock on which dividends are being paid at the 
rate of 8% (7% regular and 1% extra) per annum. 

The St. Louis-San Francisco Railway System operates a 
total of 5,707 miles of road. Lines extend from St. Louis 
and Kansas City through Missouri, Kansas, Oklahoma, 
Arkansas and into Texas, and an important line, crossing 
the Mississippi River at Memphis, passes through Tennessee, 
Mississippi and Alabama to Birmingham, and, on completion 
of an extension now under construction, will reach the port 
of Pensacola, Florida, on the Gulf of Mexico. About 
two-thirds of the System’s traffic originates on its lines. 
Both road and equipment are in excellent physical condition. 
During the past ten years expenditures for additions, 
improvements and new equipment were about $87,000,000, 
after deducting the cost of property retired, 


Gross 
Operating 
Year Revenues 
90,509,139 
94,715,375 


Application will be made to list these Bonds on the New York Stock Exchange. 


The issuance and sale of these Bonds are subject to the approval of the Interstate Commerce Commission 
and of the Stockholders of the Company. All proceedings in connection with the issuance of these Bonds 


are subject to the approval of Messrs. Cadwalader, 
Cravath, Henderson & de Gersdorff for the Company. 


Messrs. 


Wickersham & Taft for the Bankers and of 


We offer the above Bonds for subscription, if, as and when issued and received by us, at 


97% and accrued interest, to yield about 4.65%. 


We reserve the right to close the subscription at any time without notice, to reject any application and to allot a smaller amount than 


applied for. 


Amounts due on allotment will be payable at the office of Speyer & Co., 24 & 26 Pine Street, in New York funds, on or 


about March 20, 1928, as called for, against delivery of Interim Receipts exchangeable for Temporary or Definitive Bonds when ready. 


SPEYER & CO. 
GUARANTY GOMPANY OF NEW YORK 


When writing to advertisers please mention the American Bankers Association Journal 


March 2, 1928. 


J.& W. SELIGMAN & CO. 
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WHAT DO YOU THINK? 


2% Being a more or less personal talk between the Epitor and the READER ©». 


The Request for “Inside’’ 
Information 


T least once into the life of every banker 
comes the man who wants that infor- 
mation termed “inside dope” with which to 
make up for lost time in the business of 
accumulating money. Sometimes the seeker 
makes his request in a letter like the fol- 
lowing which came over the Rockies from 
the Pacific Coast the other day: 

“I understand that among yourselves you are 
the custodians of vast quantities of money. 
should very much appreciate it if you would 
tell me how you get it, | mean the real, in- 
side dope. I don't want a lot of money for 
myself, but then it’s good information to have 
in case a fellow ever should.” 


To which the recipient of the letter made 
the following reply: 

“My mind goes back to my boyhood 
when the postal authorities were less severe 
than they now are and when characterless 
publications regularly carried advertise- 
ments of fraudulent schemes. 

“One such advertisement said in  sub- 
stance, ‘Send One Dollar and we will tell 
you the secret of getting rich.’ 

“The principal of an educational insti- 
tution sent a dollar, received the coveted 
information, and thought the answer to be 
so valuable that he assembled his pupils 
and read it to them. 

“This was the secret: 


““Work like the devil 
cent.’ 


and don't spend a 


“Of course the advertisement was just 
a scheme to get the money of the credulous, 
but the ‘secret’ had at least the germ of 
truth in it. 

“Your letter also brings to mind this 
line painted in large decorative letters on 
the assembly room of a school I once at- 


tended: 


* ‘Knowledge is Power!" 


“That is, gain knowledge and as you 
gain your earning power will increase. 

“But to be commercially valuable the 
knowledge you gain must be coordinated. 
It must aim at some end. You must con- 
centrate on some business, art or science. 
A great collection of fragments of this and 
that will not serve you well. 

“But the great aim of life should be to 
render service. If you can learn to do 
something that will enable a considerable 
number of people to do their work easier 
or more quickly, or with less cost than 
they have been doing it before, you need 
not worry about money—that will come. 
Mr. Ford, and every other head of a great 
industry, is an exemplar of that truth. The 


banker like everyone else, makes money by 
rendering service. 

“You have asked for what you term to 
be ‘the real inside dope,’ and to the best 
of my ability, there it is. 

“If there were any magic way of getting 
wealthy, such as from your letter I infer 
that you believe, there would be no poor- 
houses, and crimes for greed and gain 
would be decreasing, instead of increasing.” 


Full of Human Interest 


ERE is an advertisement by the Mer- 
cantile Trust Company of St. Louis 
that is full of human interest. It invites 
the reader to inspect a specimen of the first 
silver dollar ever coined (as well as other 
coins) and it makes a rather impressive 
statement as to what that one dollar might 
have earned at 3 per cent interest between 
the year of that first coining and the pres- 
ent time—$544,574.98—a forcible presenta- 
tion of the power of interest. 

“You can’t use compound interest for 
442 years,” says the advertisement, “but 
isn’t it worth using during your lifetime?” 
—a frank anticipation of the facetious 
thought likely to pop into the reader’s 
mind, and a question that is likely to stim- 
ulate a train of thought beneficial to the 
Savings Department. 


The World’s First Silver Dollar 
Succeeding Dollars 


. rast silver coun of dollar size was made in 1486, 
ee: years before Columbus landed. It was coined 
for the province of Tyrol by Sigismund, Archduke 

of Austria, and was known as a “taler.” This and 1,599 
other interesting specimens, samples of practically all the 
silver dollars in the world’s history, are now on display in 
our lobby. It will please ys to have you inspect them. exo 


@ It’s a rare and historical collection, and here is a bit of 
added interest in connection with that first “dollar” coined 
in 1486, If it had been placed on deposit that year at 
the same rate of interest we pey on savings, 3% com 
pounded twice yearly, that one dollar would now amount to 


$544,574.98 


You can’t use compound interest for 442 years, 
but jsn’t it worth using during your lifetime? Lec 
it work for you, in a Mercantile Savings Account! 


What Do You Think? 
752 


Out in Front 
we are the advantages of putting 


officers and members of the staff out 
in the open in the bank, instead of hav. 
ing them screened behind the counter, or 
closeted in private offices? 

The inquiry recalls an incident credited 
to Charles A. Dana, the famous journalist 
of New York City. He believed in keeping 
in close touch with the people. Going into 
the editorial rooms one morning he found 
carpenters at work. Someone had planned 
a little ante room which would prevent the 
general public from directly invading the 
editorial department. 


“What’s it for?” Mr. Dana asked. 


“To keep the people out,’”’ was the reply. 

“Take it away,” he commanded. “We 
don’t want to keep the people out; we want 
them to come in.” 

Obviously banks want people to come to 
them, and it is believed by many that there 
is good psychology in the desk on the floor 
where people may be met, as they are used 
to meeting others commercially and socially. 
In addition to that, it is pointed out by one 
advocate of this bank arrangement that it 
helps to save time because the visitor who is 
engaged with an officer is not likely to pro- 
long the interview unnecessarily, if he ob- 
serves that others are waiting to see the man 
whose time he is taking. 


What Do You Think? 


Building and Loan 
Encroachments 


669. N the current issue of the JourRNAL,” 

writes E. I. Burke, Vice President and 
Cashier, The Citizens State Bank of Cham- 
paign, Ill., “* my attention is directed to 
the article upon Building and Loan Asso- 
ciations, printed upon the editorial page, 
for which permit me to thank you very 
much indeed. 

“Tt is an extremely clear statement and 
hits the nail exactly where it should be 
hit. This obviously is a problem being 
met by banks in the smaller cities and 
communities and it is a most important 
one, and one which is growing upon us 
every day. 

“There is no subject of more importance 
to banks such as ourselves, than this very 
thing and we are wondering if it could not 
be given more attention, more publicity 
and more space in your valuable JourNAL.” 
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